








THE PENNSYLVANIA RAILROAD 


SUMMARY 
OF ANNUAL REPORT 
FOR 1938 


thes 92nd Annual Report of the Pennsylvania Railroad Company covering 
operations for 1938 will be presented to the stockholders at the annual 
meeting on April 11, 1939. Total operating revenues were less than 1937 by 
$95,549,267 or 21.0%. Operating expenses decreased $80,914,050 or 23.9% (due 
to falling off in business and decreased outlays for maintenance of roadway, track 
and equipment). Net income was $11,046,100, as compared with $27,278,638 in 
1937. Surplus was $3,010,781 equal to 0.46% (23 cents per share) upon the out- 


4 


standing Capital Stock (par $50) as compared with 2.9% ($1.45 per share) in 1937. 


OPERATING RESULTS 


Comparison with 1937 
1938 Increase or Decrease 


Tora OperaTING REVENUES were.... $360,384,241 D $95,549,267 
Torat Operatinc Expenses were é 257,047,243 D 80,944,050 





Leavinc Net REVENUE FROM Raritway Operations of 103,336,998 D = 14,635,217 
TAXES amounted tO- ... .. 66. ss : 37,225,328 D 2,107,422 
Hire or Equipment Anp Joint Factiiry Rents were 8,778,772 1 3,140,234 





332,898 D 15,668 029 
6,226,180 D 1,333,047 


Leavinc Net Raitway OperatiInG INCOME of 5 
INCOME FROM INVESTMENTS AND OTHER SOURCES was 3 





Makino Gross Income of......... 93,559,078 D 17,001,076 


Rentat For LeAsep Lines, INTEREST ON THE Com- 
PANY’S DesBr AND OTHER CHARGES amounted to. 82,512,978 D 768,538 





Leavinc Net INcoME of........... oan 11,046,100 D = 16,232,538 
APPROPRIATIONS TO SINKING AND OTHER FunpDs, etc. 8,035,319 D 109,147 


Surp.us (Equal to 0.46% on Capital Stock) 3,010,781 D = 16,123,391 





A dividend of 1% ($0.50 per share) was paid December 20, 1938, and charged 
to Profit and Loss. 


The cooperation extended by the security holders, the public and the employes 


in getting people to travel and ship via The Pennsylvania Railroad is appreciated. 


M. W. CLeMEnt, President 


THE PENNSYLVANIA 
RAILROAD 


SHIP AND TRAVEL VIA PENNSYLVANIA 


Stockholders can obtain copies of the Annual Report from 
J. Taney Willcox, Secretary, Broad Street Station Building, Philadelphia, Pa. 
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CAUSE AND CONTROL OF THE 
BUSINESS CYCLE 
E. C. HARWOOD 
American Institute of Economic Research $2.00 
Mr. Harwood presents an index of inflation 
which has been successfully revealed as the un- 
derlying situation during the last ten years. 
»»>e«&« 
THE RAMPARTS WE WATCH 
GEORGE FIELDING ELIOT 
Reynal & Hitchcock $3.00 
Major Eliot emphasizes the fact that a de- 
fense of our shores must not await the invader, 
that a navy ‘‘second to none’’ is our best in- 
surance policy against war, and against attack. 
An interesting study of our naval and military 
strategy. 


JOBS FOR ALL 
MORDECAI EZEKIEL 
Knopf $2.00 

Now one of the originators of the A. A. A. 
applies his idea to industrial expansion, stress- 
ing increased production, rather than price con- 
trol, as a means of putting all to work. 

»»>e«« 

PROMISES MEN LIVE BY 
SCHERMAN, HARRY 
Random House $3.00 

Interpretation of economics in terms of man’s 
promise to pay, giving detailed development of 
theme in respect to wages, money, banking, 
wealth and so forth. 

»»e«« 

AMERICAN LABOR 
HARRIS, HERBERT 
Yale University Press $3.75 

Fine study on history of organized labor in 
the United States, covering seven outstanding 
unions of todav. 
These books may be obtained through The 

Magazine of Wall Street book service. 


»»e«« 
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With T h\e Editors 


— Stabilgation versus 


Marker stabilization activities by 
investment bankers seeking to facili- 
tate the public offering of securities 
have long been known and accepted 
by the initiated in Wall Street. That 
the uninitiated may also be made 
aware of this practice, the Securities 
and Exchange Commission has ruled 
that after March 15th underwriters 
contemplating such operations in 
connection with forthcoming issues 
must include a statement to this 
effect in the prospectus. Subsequent 
to the date of offering, bankers will 
also be required to file with the Com- 
mission daily reports disclosing the 
details of such purchases and sales 
of the issue as may have been neces- 
sary to stabilize the price. Although 
the contents of these reports will be 
available for public inspection only 
after operations have been termi- 
nated, information as to whether any 
transactions were effected on a par- 
ticular day will be available during 
the stabilizing period. 





The SEC’s action is important in 
two respects. 
step in the direction of wider pub- 
licity in matters affecting the inter- 
ests of the investing public. Second. 
while requiring that stabilization ac- 
tivities be brought more into the 
open, it tacitly recognizes their 
validity in orderly marketing. 

In the latter connection, it is al- 
most axiomatic among investment 
bankers that a portion of any issue, 
however carefully placed initially, 
will fall into weak hands. Unless 
this portion, when re-offered in the 
open market, is taken up by the 
underwriters, the result is likely to 
be an unwarranted price weakness 
to the discomfiture of other holders. 
Much of this sort of thing can be 
avoided by proper arrangements be- 
tween the syndicate manager and 
members of the selling group, but a 
certain amount is usually unavoid- 
able and can be handled satsfactorily 
only by supporting prices. 


First, it is another 


Manipulation 


The problem of stabilization is not 
to be confused with that of fraudu- 
lent manipulation. There have been 
instances, to be sure, where the latter 
has been carried on under the guise 
of the former. But these are excep- 
tions and, in any case, can be readily 
dealt with under existing provisions 
of the Securities Act of 1933 and the 
Securities and Exchange Act of 1934. 
Whereas manipulation is inevitably 
to the investor’s detriment, stabiliza- 
tion, properly regulated, is undeni- 
ably to his advantage. 

The new regulations are probably 
of a tentative nature, and rightly so. 
It is to be hoped, for example, that 
some practical limitations within 
which stabilizing operations may be 
conducted will later be fixed. Mean- 
while, however, the Commission 1s 
to be commended upon another step 
in the right directon taken with a 
minimum of disturbance to the ma- 
chinery which brings new capital to 
industry. 





* * * 


IN THE NEXT ISSUE 


* * x 


Foreign Influences in American Security Markets 


Profit Prospects for Steel Companies 


Outlook for Spring Business 
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Triangle Photo 


Prospects for general business are materially brightened by the current rate 


and outlook of the building industry. The biggest year since 1930 is indicated. 
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BROAD AS BUSINESS ITSELF 


Lis ve 





The Trend of Events 


STEPPING ON THE GAS... Due to the complexities —$1,000,000.000 and it is likely to be slightly above $1,000,- 
of Treasury bookkeeping. the New Deal pump priming 000.000 in the second quarter. Deficit spending at the 
program is a vague generality to most people rather than rate of $1,000,000,000 a quarter has been importantly 
a specific total of deficit spending which is of major signifi- exceeded only in the first quarter of 1934 and in the see- 
cance in forecasting the business trend. It is no longer ond and third quarters of 1936 when the veterans’ bonus 
necessary, however, to wander through a labyrinth of — swelled the totals. 


figures to get the facts for the Treasury itself has begun All of this foots up to just one thing. Barring a serious 
to issue monthly data showing cash income and cash shock to confidence arising out of European tension, a 
outgo. substantial expansion of business activity in coming 


An excess of Treasury cash spending over cash income months is guaranteed. The pump primers are stepping 
is an addition to national purchasing power, whether on the gas and it will be a pleasant ride while it lasts. 
covered by borrowing from the commercial banks or by After that? Well, with spring coming on, we just don’t 
absorption of savings through sale of bonds to investors. feel in the mood to worry about it! 

An excess of cash income over cash spending conversely 

represents a subtraction from national purchasing power. 

Both variations in disbursements and uneven flow of LABOR SPEAKS OUT... There can be no doubt that 
revenues—due largely to quarterly dates of income tax in terms of present political influence the dominant voice 
collections—result in wide monthly swings of excess in organized labor is that of the American Federation of 
cash outgo or excess cash income. For this reason the Labor and not the CIO. Therefore the orthodox decla- 
clearest picture can be had by putting the pump priming _ ration of economic and political philosophy adopted by 


total on a quarterly basis. the executive council of the Federation at its recent 
So interpreted, the Government took $135,000,000 out Miami convention is significant. 
of national purchasing power in the first quarter of 1938, In the view of the Federation, Government spending 


added $877,000,000 to national purchasing power in the can only be a temporary remedy and we must turn to 
second quarter, added $617,000,000 in the third quarter private industry for solution of the problem of recovery 
and added $703,000,000 in the fourth quarter. Treasury and employment of the idle. To this end “a political and 
figures over the past six weeks and other evidence indi- economic state of mind should be created which would 
cate that the total in the present quarter will be around enable all financiers and the owners and management 
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of industry to face the future with confidence.” What- 
ever barriers stand in the way, whether created by fear 
“or as a result of affirmative action on the part of those 
who administer the affairs of government, ought to be 
broken down.” 

Unfortunately, the Federation is on sounder ground 
in these generalizations than in some of its own specific 
policies. It has recently urged restoration of the $150,- 
000,000 cut from the WPA appropriation by Congress 
a cut important chiefly as a symbol of renewed Con- 
gressional responsibility. It advocates amendment of 
the Wagner Act only in a manner that will best serve its 
own organization purposes. It clings relentlessly to the 
uneconomic high-wage and short-hour policy which is 
one of the blights of the building crafts and which is a 
barrier to renewed investment in both building and other 
fields. 

Yes, the obstacles to private recovery “ought to be 
broken down.” Some of them can be broken down by 
action of government alone. Some can only be broken 
down by active exertion of labor’s political power on 
Congress. Some can be broken down by labor without 
action of government. The Federation’s affirmative ac- 
tions continue to be less helpful than its declarations of 
gencral principle. 





EUROPEAN FEARS WANING... The London, Paris 
and Amsterdam financial markets ought to know more 
about the European outlook than we do. We got severe 
scares from Europe last September and again in January. 
but they came to us via the European markets rather 
than from our own independent judgment of what the 
ambitious Berlin-Rome axis might or might not do. 
Therefore we can possibly take some comfort in the fact 
that over the past several weeks the leading foreign 
markets have had a substantial recovery. 

Indeed, British nerves have relaxed enough to em- 
bolden some commentators to make light of our con- 
tinuing fears of European war! This is a bit puzzling, for 
if everything is rosy now one must wonder why the 
British were so jittery just a few weeks ago and what of 
real change in the European realities has since occurred. 
if there is to be no major European crisis this spring the 
London and Amsterdam markets were wrong in their 
January bearishness and are right in their present more 
hopeful mood. We hope this is the correct diagnosis 
but only time will tell—and probably tell before many 
more weeks have passed. 





NEW FINANCING LAGS... New capital financing by 
corporations in January amounted to only $5,500,000 or 
much less than in any single month of 1938, and thus far 
in February improvement has been slight. The longer 
significance of the present low level of capital financine. 
however, is subject to doubt since monthly fluctuations 
have been very extreme in recent years. More truly in- 
dicative—and still disappointing—is the fact that such 


issues during the last four months of 1938, a period of 


45) 


fast’ business recovery, averaged only $53,700,000 a 
month. This compared with an average of $102,000,000 
a month in 1937, $101,300,000 a month in 1936 and $33,- 
600,000 a month in 1935. 

Since the high grade bond market is favorable to 
financing, the lag is obviously due to lack of willingness 
of corporations to seek new capital. This is partly a 
matter of confidence but also a matter of lack of need. 
Regardless of the state of “long term confidence,” busi- 
ness men do not expand or improve equipment while 
existing facilities can efficiently handle all the orders in 
sight. 

Moreover, worth pondering is the fact that the net 
effect of the New Deal has been to curtail private capital 
financing on two sides. On one side Government policies 
scare off private investment. On the other side, lavish 
Government spending tends to reduce the need for 
private new capital financing as a goodly portion of the 
funds spent finds its way into corporate bank deposits. 
Today cash resources of the average large industrial com- 
pany probably equal or exceed those of 1929. Relative 
to the volume of business, cash available for use in plant 
expansion is no doubt greater than at any time in the 
20's. 

A thorough study of the whole question of capital in- 
vestment and its relation to economic activity is in order. 
Too many casual dissertations on the problem have been 
cluttered up with half-truths and misconceptions. 


TRADE WITH SOUTH AMERICA... In the long run 
there can be only one sound way of promoting our for- 
eign trade and that is through mutually profitable ex- 
change of goods and services. The problem is economic. 
Forms of government have little to do with it. Extension 
of loans to finance exports can not permanently solve it. 

For both economic and diplomatic reasons, we desire 
to strengthen our trade relations with Latin-American 
countries. The recent action of Argentina in drastically 
curtailing imports from the United States illustrates the 
primary economic obstacle blocking such trade expan- 
sion. The bulk of Argentine exports are grains and beef. 
England and Germany are the chief buyers. If we can 
not buy a reasonable proportion of what Argentina has 
to sell we can not sell manufactured goods to her. Yet 
letting in even a minor quantity of agricultural imports 
—except under conditions of drought shortage such as 
prevailed in 1987—is bitterly opposed by our own farm- 
Crs. 

In 1938 Argentina imported $86,772,000 worth of goods 
from the United States and exported to us only $40.707.- 
000 worth of goods. In addition to the unfavorable trade 
balance of $40,065,000, Argentina had to pay us some 
$16,000,000 in service of debt held here. Under present 
official restrictions, total imports from us are cut by 40 
per cent from the 1938 volume but the reduction is much 
greater on some types of goods. Imports of American 
automobiles are cut to 30 per cent of the 1938 volume 
and some items—including radios, refrigerators and 
plumbing equipment—are barred entirely. 
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Our high degree of self-sufficiency is a point of na- 
tional strength but a point of weakness in foreign trade. 
We export manufactures, minerals and farm products— 
or try to. Our major import needs are restricted to rela- 
tively few types of products. That is why important ex- 
pansion of our trade with Latin-American countries is 
proving such a difficult problem for our state and com- 
merce departments. 


BUILDING POINTS UP... Whatever one may think of 
the long range soundness of the F H A insured-mortgage 
setup. there can be no doubt that the credit terms now 
available are making home ownership attractive to in- 
creasing numbers of people. Applications for mortgage 
insurance are now being received by 
the FH A ata rate 145 per cent larger 
than a year ago and not far under the 
record high level of last summer. This 
activity forecasts a rising volume of 
residential building in coming months 
just as mortgage activity last summer 
forecast the strong residential build- 
ing revival which occurred in the clos- 
ing months of 1988. 

In expectation that the major build- 
ing cycle will point upward for several 
years more, F H A is asking Congress 
to raise the statutory limit on maxi- 
mum outstanding insured mortgages to 
$6.000.000,000 and its request will 
probably be granted even though pre- 
sent total of such mortgages is consid- 
erably under the existing legal limit of $3,000,000,000. 

Meanwhile construction contract awards already 
made or in sight assure for this year the largest volume 
of building since 1930; and if awards continue the present 
trend through the first half of the year structural work 
should foot up to the largest figure since 1929. Next to 
Government pump priming expenditures, the improved 
outlook for privately-financed construction is the bright- 
est spot in the business picture. 








THE RAILROAD OUTLOOK... Due to rigid economies 
the improvement in railroad earnings thus far in the 
present recovery cycle has been somewhat more impres- 
sive than improvement in the actual movement of freight. 
For the latest week reported car loadings were 6.8 per 
cent larger than a vear ago but 15.8 per cent less than 
for the corresponding week of 1937; and for the first six 
weeks of 1939 loadings were less than 3 per cent above 
the weekly average of the same period a year ago. Ag- 
gregate business activity over the first six weeks of this 
year is estimated at about 20 per cent more than a year 
ago. There has been a lag, however, in capital goods 
industries which account for an important proportion of 
railroad freight. 

Complete financial figures on railroad operations are 
always a good many weeks in official compilation. Show- 





ing control of costs, however, it is interesting to note that 
in December the Class I roads on gross revenues of $318,- 
000,000 carried through 15.4 per cent of revenues to 
net operating income, as compared with 7.6 per cent 
of $348,000,000 gross in December, 1937, and 18.8 per 
cent of $372,000,000 gross in December, 1936. There is 
no evidence that this performance reflects any impor- 
tant skimping on essential maintenance, but it does 
reflect deferment of all expenditures that can be pru- 
dently postponed. 
The outlook for remedial railroad legislation remams 
uncertain, but with the rail unions actively advocating 
some measures asked by management there seems to be 
a better than even chance that the roads will gain at 
least something from Congress. Nevertheless, the fact 
remains that their chief hope must 
rest upon a heavy-industry recovery. 
Railroad managements either are 
optimistic regarding the trend of car 
loadings and revenues or are finding it 
no longer possible to hold spending to 
the low levels of the closing months of 
1938. During the past six weeks orders 
placed for nails came to 375,000 tons 
or within 25,000 tons of the total for 
all of 1938. 
and locomotives indicate a coming im- 
provement in buying of such equipment. 


Inquiries for freight cars 


NO NEW TAXES? .. . Coming at a 
time when most of us are struggling 
with the preparation of income tax re- 
turns, the President’s statement at Key West that no 
new taxes are anticipated should be heartening news. 
However, to those who pause to consider the six years 
of Government deficits that lie behind us, and the pros- 
pect of two more in the making it can hardly be taken 
at face value. Of course the President qualified his re- 
marks with the condition that Congress must not exceed 
the budgetary suggestions; but in so doing he must have 
forgotten that he himself, in his budget message, recog- 
nized the need for additional taxes to cover the cost of 
the national defense measures and to finance the parity 
payments for farmers. He must have forgotten that 
when Congress pared $150,000,000 from relief appropria- 
tions, he quickly requested the same sum as an extra 
appropriation. We wish that business and individuals 
could feel that additional taxation was not in order, but 
common sense tells us otherwise. If the present rate of 
spending continues Congress will have to face the issue 
of increasing Federal revenues. 


THE MARKET PROSPECT... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 536. The coun- 
sel embodied in this feature should be considered in 
connection with all investment suggestions elsewhere 
in this issue. Monday. February 20, 1939. 
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Whats Ahead for the Market 


Another European alarm has postponed advance out of the 


recent trading rut. 


While selective longer term purchases 


at present levels should work out satisfactorily, conservative 


allowance must be made for possible additional foreign shocks. 


enor: 


as Saturday the stock market signalled its intention 
of advancing out of the exceptionally narrow trading 
range in which it had been dozing for thirteen consecu- 
tive sessions—but with the now familiar and somewhat 
tiresome qualification: “barring another week-end Euro- 
pean crisis.” 

As this is written on Monday, February 20, the stand- 
ard war-crisis hedge clause which nowadays accompanies 
all market and business forecasts has once more come 
in handy. At Key West, Fla., President Roosevelt inti- 
mated that he saw another European storm coming up 
and that it might force him to cut short his vacation. 
This apparently was a surprise to foreign markets, as 
well as to our own, and everybody began wondering 
what inside information the President might have—for 
the usual week-end news accounts and guesses on Europe 
were neither more nor less alarming than they had been 
for some weeks. 

The practical result was that the market started the 
present week with a fairly sizable gap opening on the 
down side, whereas on Saturday the technical evidence 
had suggested better than even chance of a Monday gap 
opening on the up side. We are inclined to say: “So 
what?” There is some tentative evidence that the mar- 
ket is becoming less allergic to European alarms, real 
or imagined. Judging by the lack of momentum on the 
reaction in progress at this writing, the Key West crisis 
is much milder than the crisis which Amsterdam and 
London thought they saw in January; and the latter, in 
turn, had been less shocking than the Munich crisis. 

Over the past fortnight the maximum range of our 
daily index of 40 representative industrial stocks was 
just a trifle over 3 points. Reaction today thus far has 
merely put the market down from the top of this trad- 
ing range to a level a little under half-way between the 
highs and lows of the past two weeks. Unless the de- 
cline picks up momentum rather promptly it can be put 
down as an accident, based on a news surprise, and with- 
out technical significance. 

It is our assumption that we remain in a major bull 
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market. If so, all past precedent indicates that the stale- 
mate of the past fortnight should not last much longer 
and that the emergence will be on the side of advance. 
Yet even though we believe the market is at a level 
attractive for selective investment and _ intermediate 
trading purchases, we cannot deny there are possibilities 
of more shocks from Europe and more attacks of nerves 
originating out of the European scene. No doubt it is 
a wise concession to conservatism to hold a reasonable 
proportion of funds in cash, against the contingency of 
further market accidents. 

We do not anticipate a major European war or an- 
other war-crisis anywhere near comparable to that of 
Munich last September. But this view is necessarily 
conjectural, as are all opinions on the European out- 
look. Study it as much as you will, in the final analysis 
the decision seems to rest with Hitler. There is no solid 
basis for rational forecast. 

It is perhaps significant, however, that this latest for- 
eign crisis is confined to the first pages of the newspapers 
and that the reports buried back in the financial pages 
do not square with the first page headlines. Last Sep- 
tember and again in January the foreign markets were 


more jittery than New York. In the present and thus | 
far mild reaction it has been just the opposite. Over | 
the past fortnight the London market made up all of | 


the January decline, which was apparently touched off 


by Franco’s decisive victory in the Spanish civil war. | 
and reached a new high for the year. Financial comment | 


from London, Amsterdam, Paris, Berlin and Rome seems 
more puzzled than alarmed over Mr. Roosevelt’s pub- 
lished version of the gravity of present European devel- 
opments. 

For what it is worth, while the market made no sig- 
nificant progress last week a number of stocks definitely 
poked their heads up out of the recent trading rut and 
only a small minority showed sizable declines. Groups 
displaying individual strength included aircraft manu- 
facturers, the leading motors, steels, farm equipments, 
utilities, rail equipments and merchandising stocks. 
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Individual issues showing their heels to the composite 


averages prior to the current set-back included such 


stocks as United States Steel, Bethlehem, Inland Steel, 
General Motors, Chrysler, Sears, Roebuck; Montgomery 
Ward, J. C. Penney, United Aircraft, Douglas Aircraft, 
United Fruit, United States Rubber, Owens-Illinois 
Glass and Caterpillar Tractor. 

Unlike the situation created by spectacular advance 
last June and July, the technical position of the market 
appears generally sound and prices are obviously in 
more rational balance with business volume and earn- 
ing power. Appraised by themselves, domestic factors 
point to renewal of the major recovery trend in indus- 
trial production over the near future, with a good chance 


that March will bring a decisive upturn in the adjusted 
business index. 

With less than 14 per cent of the Federal public works 
fund actually spent to date, Government deficit spend- 
ing is rising sharply to an indicated total around 
$1,000,000,000 for the present quarter. 

Private building contract awards continue in an up- 
trend and awards previously made guarantee an active 
spring demand for building materials. Orders for farm. 
rail and electrical equipment and for machine tools are 
rising. Steel and motor output will rise further in March. 

There is just one really mean fly in the ointment. You 
it—the baffling imponderable represented by 

—Monday. February 20, 1939. 
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Private rather than political prosperity—real 


recovery rather than the synthetic variety is 


the dictate of a changing political set-up. 


The New Deal's 


New Deal for Business 


BY RAY 


= business and industry stand to profit more 
from Franklin D. Roosevelt’s present low political state 
than they did when he was the unquestioned and un- 
challenged leader of his party and the Congress. Ironic 
as it may seem, his closest advisers are convinced that he 
can recover popular confidence and support only by co- 
operating with the very forces which he has so long 
assailed. Steadily losing the legislative and_ political 
battle through intra-party dissension, a general revolt 
against old and new reforms and Republican resurgence, 
he must cultivate and encourage the men who can make 
the economic machine work. He must realize that the 
soundest politics is sound and workable economics. 

It must never be forgotten that Mr. Roosevelt aches 
to control the party in 1940—to determine the next 
nominee—to insure that the footprints and fingerprints 
he has stamped on the government do not become 
blurred with his disappearance from the national scene. 
He may still be able to accomplish that very human 
ambition by the old-fashioned methods of party and 
patronage manipulation. But such a prospect grows 
gloomier every day. Contrary to the popular viewpoint, 
the President is not the skillful and masterful political 
general we so long thought him. No Chief Executive in 
recent vears, not even Herbert Hoover, has committed so 
many unnecessary blunders and antagonized so many 
powerful elements within his own party. So there is 
every likelihood that he must seek other means for stay- 
ing on top of the heap. 

His only alternative appears to be to win back the 
people—and through them the politicians—by producing 
private rather than political prosperity, real recovery 
rather than the synthetic WP A-PWA-AAA variety. 
He must demonstrate convincingly his ability to live 
happily and profitably with business and industry. Ob- 
viously, he can achieve such an end only by adopting a 
course of appeasement of the nation’s great constructive 
forces. There have, indeed, been a few, faint signs that 
he recognizes this fact. 

His new Secretary of Commerce—Harry Hopkins—is 
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deeply aware of this truth. In fact, he is almost op- 
pressed by its implications. In discussing immediate and 
1940 prospects with a prominent industrialist, the Presi- 
dent’s most trusted adviser said, ruefully: 

“We promised plenty to the American people in 1932 
and 1936, and they gave us a great mandate. We 
promised to end unemployment, to raise the general 
standard of living, to improve the lot of agriculture— 
and many other things. We haven't delivered, and we 
have only two years in which to make good our pledges. 

“Whether we deliver between now and 1940 will de- 
termine if we stay in or go out of office. It will also de- 
cide whether history ranks us New Dealers as bums or 
heroes. 

“It is no answer for us to say that the Republicans 
have not presented an alternative program. Ours is the 
party in power and ours is the responsibility. We are 
the ones who must deliver—and quickly.” 

Now, if Mr. Hopkins thinks and talks in such vein, it 
is logical to assume that Mr. Roosevelt is toying with the 
same idea. It is almost conclusive evidence of a White 
House awareness of the Administration's present plight 
—both political and economic. 


Making Democracy Work 


The writer recently suggested in this magazine that 
officialdom felt the only effective answer to foreign dic- 
tators’ challenge was to “make democracy work” fruit- 
fully and constructively. The same strategy, in the 
opinion of Mr. Roosevelt’s master minders, can be ap- 
plied on the domestic, political front. It can be employed 
against old-line politicos hostile to the White House as 
well as against Berlin, Rome and Tokyo. Moreover, it 
is no accident that both the President and Secretary Hull 
have used this very phrase—“making democracy work” 
—in official messages and speeches. It is an excellent 
slogan for both national and_ political defense, and 
the man in the White House senses it. Whether he will 
persist in’ this course, and whether he will adopt 
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wise methods in following it, is another question. 

Perhaps the first fruits of this policy was the unex- 
pected negotiation of the agreement to purchase Com- 
monwealth & Southern properties lying within the 
threatening shadows of TVA. Besides paying $78,- 
000,000 for the private utility’s holdings—about eight 
million less than the net investment, but twenty-three 
million more than the Lilienthal faction originally of- 
fered—the government recognized for the first time a 
power corporation’s equity values. It was a retreat from 
the earlier contention that these properties oozed with 
water which must be squeezed out in a federal wringer. 

The behind-the-scenes story of this less recalcitrant 
attitude is even more significant than the transaction 
itself. Some months ago, when the President first pro- 
posed “integration” of public utilities as a national ce- 
fense maneuver, he discussed methods of financing cer- 
tain companies with RFC Chairman Jones, SEC 
Chairman Douglas and Louis Johnson, Assistant Secre- 
tary of War. When Mr. Jones asked how the money 
should be provided—loans or otherwise—the President 
replied: “No, buy their equities!” The trio blinked 
and blinked as they emerged from the White House, and 
it wasn’t the sunlight which made them squint. 


Changed Utility Attitude 


The reorganized TV A likewise has given evidence 
that it will be less hard-boiled and belligerent than the 
original personnel. The new chairman—ex-Senator Pope 
of Idaho—has created a distinctly favorable impression 
in preliminary conversations with utility executives and 
the more conservatively minded men within the Admin- 
istration. For one thing, it appears that the dominance 
of David Lilienthal—the daring experimenter from 
Wisconsin—will end. Secondly, the T V A-ers must 
move warily if only because of the growing spirit of Con- 
gressional dislike of government competition in this and 
other fields of private enterprise. So strong is this feel- 
ing that in any future PWA grant there may be a 
sharp prohibition of use of the funds for construc- 
tion of competitive plants throughout the 

Despite the acrimonious controversy over 
the emergency W P A appropri- 
ation, Mr. Roosevelt aims at 
establishment of a more eco- 
nomic and efficient system than 
that which provoked such pub- 
lic and political disfavor. Even 
under the old regime, the new 
head—Col. F. C. Har- 
rington — made plain 
that he would not toler- 
ate malingering or 
wasteful expendi- 
tures. Now that he 
is in active charge, he 
will have greater op- 
portunity to insist 
that his regular army 
views be respected. Moreover, 
the Congress incorporated nu- 
merous provisions against loafers 
and politicos in the emergency 


country. 
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act, and will undoubtedly strengthen them in all future 
measures. a 

Smart, practical politics lies behind the Admuinistra- 
tion’s apparent attempt to houseclean the W P A and the 
President's friendly attitude toward the Byrnes Commit- 
tee’s plan to reorganize all the government's semi- 
philanthropic agencies—W P A, PWA, 5 EK C—on a 
permanent basis. It is not generally realized, but the 
results of the November 8th elections proved to Messrs. 
Roosevelt and Farley that WP A is a political liability 
rather than an asset. In the very states where reliefers 
flourished most numerously and handsomely — New 
England, Pennsylvania, Michigan, Ohio—the New Deal 
hominees were massacred. 

“Why,” said a visiting politico summoned to the Capi- 
tal to offer some explanation for the failure of his WP A 
army to keep in step on Election Day, “we had to pay 
some of them to vote right—and then we're not sure 
that they did.” 

In reorganizing WPA as in reorienting TV A, Mr. 
Roosevelt must take cognizance of Capitol Hill's more 
averessive insistence upon economy and the acknowledg- 
ment that Uncle Sam cannot forever subsidize the shift- 
less. Besides reiterating his digust with excessive expend- 
itures for any purpose—in his chief complaint against 
the President—Vice-President Garner has acted to stop 
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Greater Profits for Business 





BY JOHN D.C. WELDON 
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1923-25 


; = earning power of 200 leading 
corporations in the fourth quarter 
of last year was 190 per cent greater 
than it had been at the depression 
low represented by the second quar- 
ter. This publication’s index of per 
capita business activity averaged 
20 per cent higher in the fourth 
quarter than in the second quarter. 

Ponder these figures. They are 
both promising and_ tantalizing — 
promising because a business vol- 
ume only 10 per cent or so above 
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the fourth quarter average would 
mean additional earnings gains in 
the order of 50 to 100 per cent or 
what have you; tantalizing because the top 10 points 
of recovery in the business index are the hardest to get. 

From the depression low last February to the tempo- 
rary top in December, per capita business activity moved 
up from approximately 68 per cent of the 1923-1925 
level to 88 per cent or by 20 points in the index. Another 
10 points would put it very close to “normal.” Another 
17 points would put it back to the 1929 level. We can 
get those additional 10 points—in fact we can get back 
to the per capita business activity of 1929 and to cor- 
porate earnings comparing quite favorably with those 
of 1929—without a wild, speculative boom. All we need 
for this accomplishment is continuation of the present 
recovery trend in construction and development of nor- 
mal output of producer goods. There is the difference 
between our present status and prosperity. It is a simple 
difference but not one to be simply or easily overcome. 

The custom in recent years—not alone on the part of 
our present political regime—has been to hold that pretty 
much everything about that prosperous 1923-1929 period 
was wrong and fantastic—fantastic stock market, fan- 
tastic business activity, fantastic corporate earnings. 
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True enough, it was a fantastic stock market after 1926, | 
but, contrary to popular impression, it was not a fan- | 


tastic boom in business activity. And if there was noth- 
ing particularly cock-eyed about the business volume of 
1923-1929, why should we accept the fatalistic view that 
we cannot get back to it or to the corporate earnings 
that flowed from it? For the sake of perspective. let's 
take a brief look back. 

In the entire period of the ’20’s the only major up- 
ward swing in composite business indexes properly ad- 
justed for secular growth was concentrated in the first 
two years of recovery from the post-war “inventory 
depression.” Thus, the Cleveland Trust index of indus- 
trial activity advanced from 73 per cent of computed 
normal in April, 1921, to 114.1 per cent in April, 1923. 
That privately-financed revival was one of the fastest 
on record but nobody now considers it to have been a 
part of “the glorious nonsense of the New Era.” During 
the next six and one-half years, this index at no time 
significantly bettered its 1923 high. Over the seven years 
1923-1929 its highest annual average was 109 in 1923 
and lowest was 98.1 in 1924. It averaged 105 in 1925, 
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' earnings in 1929 were substantially larger than in 1923. 
' Moreover the statistical adjustments operative in plac- 
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106.3 in 1926, 101.5 in 1927, 103.4 in 1928 and 108.3 in 


1929. In short, what happened was a fast rebound from 
the post-war depression, followed by more than six years 
of sustained activity at annual average levels ranging 
from a trifle under to moderately above computed 
normal. 

On any sustained volume above the break-even point, 
assuming no important distortion of cost factors, increas- 
ing operating efficiency makes for cumulative increase 
Partly for this reason, aggregate 


ing the 1929 level of the business index at about the 
same level as 1923 are not pertinent to earnings. Actual 
1929 volume, especially in the manufacturing industries. 
was greater than in 1923 and this naturally increased 
corporate incomes. 

So far as leading industrial enterprises are concerned, 
one of the most useful indicators of the earnings trend 
is the index constructed on a quarterly basis by the 
National City Bank. Covering 200 companies, this is 
adjusted for seasonal variations and net income is fig- 
ured as percentage return on net worth of the companies. 
The latter method avoids distortions that might appear 
in dollar income totals, and amounts to something of 
an automatic allowance for long term growth. This prof- 
its index averaged 117.9 for 1929, as compared with 76.7 
for 1923—a net gain of slightly more than 61 per cent. 
The Reserve Board index of industrial production—a 
good measure of actual volume since it is not adjusted 
for secular growth—averaged 101 for 1923 and 119 for 
1929 or a net gain of 17.8 per cent. 


The Most Prosperous Period 


The five years 1925-1929 constituted the most active 
and most prosperous period we ever had. The average 
of the Reserve Board production index for those five 
years was approximately 109. While production would, 
obviously, have to rise much above the 1925-1929 aver- 
age to solve the unemployment problem—because of 
increase in labor supply—this is beside the point of the 
present article, which is concerned with corporate earn- 
ings and earnings potentialities. At its fourth quarter 
high the Reserve Board index was 104 or less than 5 per 
cent under the 1925-1929 average. For 1936 it averaged 
105 and for 1937 averaged 110, our two best years 
since 1929. 

The performance in the present recovery to date and 
the perfermance in 1936 and 1937 suggest that we shall 
probably have no great difficulty over the next year or 
two in matching the actual business volume of 1925- 
1929. If that is so, the question to which all investors 
want an answer is: What will it mean in terms of earn- 
ing power? On a given business volume can American 
industry earn as much as it did a decade ago? Or do 
rising taxation, higher labor costs and pressure on prices 
of finished goods mean a long term shrinkage in corpo- 
rate earning power? 

In attempting to throw some light on these questions 
—using some of the evidence supplied by the actual 
fourth quarter statements as well as other pertinent data 
—we must necessarily deal in generalizations, with the 
reservation that there are always exceptions to any gen- 


FEBRUARY 25, 1939 


eral rule. Nevertheless the impression that one gets in 
examining the earnings performance over such. periods 
of relatively good volume as we have had in recent years 
is that as a rule manufacturing industry has shown a 
remarkable ability to adjust itself successfully to diffi- 
cult conditions. There is nothing in the fourth quarter 
earnings to indicate that this ability has been impor- 
tantly impaired by the operating difficulties encountered 
since the 1936-1937 recovery movement terminated. 

For purposes of comparison it is valid to eliminate the 
final quarter of 1937, because of its sharp decline in both 
volume and prices, and check earnings for the best four 
consecutive quarters of 1936-1937 with prior earnings 
at an equal level of business volume. Over the fourth 
quarter of 1936 and the first three quarters of 1937 the 
Reserve Board index of production averaged 115 and 
the National City Bank index of earning power of 200 
leading industrial companies averaged 100.4. The clos- 
est similar four periods for the production index in the 
°20’s was represented by the last three quarters of 1928 
and the first quarter of 1929—with industrial volume 
at approximately 114. Over those four quarters the earn- 
ings index averaged 111.8. 

Thus it might be contended that with volume around 
114-115 per cent of the 1923-1925 base period, industry's 
earning power was about 10 per cent less in 1936-1937 
than it had been on the same volume over an equal 
period of time in 1928-1929. On the other hand, we have 
Treasury figures showing earnings of all manufacturing 
companies for the calendar year 1936 and this data raises 
a doubt as to whether there has been any important 
long term shrinkage in earning power relative to vol- 
ume. Although 1936 net of all manufacturing com- 
panies was only 4.5 per cent of gross—a decline of 13.4 
per cent from 5.2 per cent rate of return of 1928 and of 
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18.1 per cent from the 5.5 per cent return of 1929—1936 
gross was only $56,410,000,000, against $66,893,000,000 in 
1928 and $71,640,000,000 in 1929. The larger the gross, 
the easier to raise the margin of profit on sales. It is 
worth noting that 4.5 per cent return on gross of 
$56,410,000.000 in 1936 compared with 4.2 per cent re- 
turn on gross of $63,439,000,000 in 1927. 

It need hardly be said that in comparing industrial 
earning power with that of a decade or more ago an 
accurate job would involve exhaustive examination of 
all differences in the major factors determining profits 
—differences not only in volume but in price level, price 
trend, spread between cost of raw materials and prices 
of finished goods, unit labor costs, taxes, etc. Partial 
consideration of changes in some of these elements will 
suffice for our purpose here. 

Radically increased taxes, of course, represent a large 
addition to the cost of doing business. Treasury statis- 
tics show that for 1936 aggregate taxes of all manufac- 
turing companies were 38 per cent of earned income 
before taxes. as compared with 22.6 per cent in 1929. 
Moreover such taxes in 1936 were approximately 2.77 
per cent of gross revenues, against 1.61 per cent in 1929. 
Whether figured in relation to earnings or gross, the 
increase over 1929 was around 70 per cent. Since there 
are many corporate taxes other than the income tax, a 
return to 1929 gross would make the tax burden rela- 
tively less onerous than it was in 1936—assuming no 
change in present rates and no new forms of taxation— 
but even under conditions of maximum prosperity tax 
costs would be greatly more than in the ’20’s. The tax 
load represents a permanent shrinkage in earnings avail- 
able for stockholders. For an especially well situated 
company it is a deduction from net income, even though 


such income may exceed that of 1929; while for a poorly 
situated company it means added loss. 

The long term upward trend in hourly wages in this 
country is nothing new. In the past higher rates of pay 
merely represented labor’s share of the increased pro- 
ductivity of industry, the other benefits going in part to 
owners in the form of profits and in part to consumers 
in the form of lower prices. In the evidence of recent 
years there is nothing to suggest that industry cannot 
continue to offset rising wages by increased productive 
efficiency, provided it has time for orderly adjustments. 
At times, however, the cart has been put before the 
horse. The theory of NRA was that arbitrarily raised 
wages were desirable in themselves because they would 
raise purchasing power and increased purchasing power 
would mean better business and larger profits. Under 
N RA the labor cost per unit of manufacturing output 
was suddenly and drastically raised during the second 
half of 1933. This played an influential part in termi- 
nating the business boomlet of the summer of 1933. 
A second period of fast rise in unit labor costs began 
in the closing months of 1936 and ran through 1937, 
with equally unfortunate results. 

In the active second quarter of 1933, costs of raw 
materials advanced much faster than prices of finished 
goods but industry had the advantage of decline in unit 
labor costs as production increased more rapidly than 
employment and payrolls. Thus, from March, 1933. to 
June unit labor costs fell from 65.5 per cent of the 1923- 
1925 average to 52.2 per cent. In the next six months, 
however, unit labor costs advanced to 83.6 per cent of 
the 1923-1925 average, a jump of about 60 per cent. 
Over the same six months finished goods prices increased 
by 8.4 per cent, while raw materials only advanced an 
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additional 6.1 per cent. The slightly more favorable 
price spread was not enough to offset one of the most 
drastic increases in labor costs ever concentrated in a 
brief period of time. 

Cost maladjustments were largely responsible for poor 
1934 earnings. For instance, the Reserve Board produc- 
tion index averaged 80 for 1934, against 74 in the fourth 
quarter of 1933, but the quarterly index of earnings of 
200 leading industrial companies averaged only 31.8 for 
1934 against 37.2 in the fourth quarter of 1933. 

The year 1935 was featured by relative stability in 
unit labor costs, by stability in both finished goods 
prices and raw materials—and by the start of sustained 
recovery. It was not until the autumn of 1936 that sta- 
bility began to disintegrate. The C. I. O. organization 
movement was running wild. There were strikes and 
threats of more strikes. A commodity speculation, with 
international ramifications, got under way. In the fourth 
quarter of 1936 unit labor costs increased 6.7 per cent, 
costs of raw materials increased 4.6 per cent and price 
of finished goods increased by 1.7 per cent. The pinch 
had started but profits remained good because volume 
Was expanding sharply. 

Unfortunately, much of the volume at that time rep- 
resented inventory accumulation rather than consump- 
tion; and when the structure collapsed the full damage 
done by maladjustment of operating costs came home 
to roost. Prices of raw materials declined drastically and 
inventory losses much more than outweighed the theo- 
retical advantage of a widening spread between raw 
materials and prices of finished goods. Meanwhile, 
despite the onset of renewed depression, unit labor costs 
continued to rise, reaching the unsupportable level of 
112 per cent of the 1923-1925 average in December, 
1937, or a rise of nearly 40 per cent in fifteen months. 

During the first half of 1938 depression adjustments 
forced the unit labor cost index down from 112 to 97.3 
and during the second half of the year gains in produc- 
tion relatively larger than in payrolls brought further 
decline to a fourth quarter average of 86.4. The latter 
figure was about 7 per cent under the average labor 
costs of 1937, but moderately above the average of 
both 1936 and 1935. 

Comparison of fourth quarter profits with profits in 
the fourth quarter of 1935 is illuminating, although sub- 
ject to qualification. These periods were similar in busi- 
ness trend and level. Our per capita business index 
advanced 7.3 points during the fourth quarter, against 
8.4 points in the final quarter of 1935 but for the period 
averaged 5.6 per cent higher than in 1935. On the other 
hand, the National City earnings index for the fourth 
quarter was 13.7 per cent lower than for the fourth 
quarter of 1935. 

Unit labor costs in the fourth quarter averaged more 
than 8 per cent higher than in the fourth quarter of 1935. 
Though full statistics are lacking, taxes were higher than 
in 1935. Trend of prices of raw materials and finished 
goods was slightly downward in the fourth quarter. For 
the fourth quarter of 1935 it was modestly downward 
for raw materials and a trifle up for finished goods. The 
spread between raw materials and prices of finished 
goods, however, was 17.9 points in the fourth quarter, 
as compared with 15.2 points in the fourth quarter 
of 1935. 
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Comparing Fourth Quarter Earnings 


1938 1937 
General Motors. . $63,932,000 $41,478,598 
Chrysler... . 12,126,417 10,305,000 
du Pont.. eae 18,902,509 25,232,420 
Commercial Credit... ... . 1,762,774 2,837,335 
U. S. Steel. ... 4,394,454 4,077,983 
eS 3,658,160 4,253,329 
National Steel...... , ae 2,753,156 2,580,925 
LT "ae ee 1,759,785 867,571 
Jones & Laughlin. *4,129,856 *1,773,591 
Continental Steel... .. 228,000 21,041 
Acme Steel 202,726 “171,341 
Republic Steel 308,613 *247,328 
American Chicle 745,827 811,040 
Standard Brands 2,567,297 1,845,934 
National Biscuit 2,739,592 3,162,580 
Caterpillar Tractor 1,163,608 1,032,753 
Westinghouse Electric 2,839,950 3,399,888 
Hercules Powder 1,120,382 156,450 
U. S. Gypsum... 936,552 563,450 
Minneapolis-Honeywell 283,648 709,209 
Paraffine Companies. . 364,260 257,162 
Remington Rand... 921,188 1,391,497 
Nash-Kelvinator. . . . *1,579,702 *783,046 
Union Oil.... 462,758 3,211,330 
Atlantic Refining. 387,000 2,449,045 
Hecker Products. .. 508,592 213,976 
Bristol Myers 413,325 376,776 
Consolidated Cigar 342,554 369,814 
Canada Dry...... 205,230 195,459 
Sutherland Paper........ 78,655 68,336 
Archer-Daniels-Midland 230,190 317,667 
New Jersey Zinc. . 1,035,210 1,347,986 
Food Machinery..... 159,791 213,019 
American Brake Shoe. . 322,584 658,478 
New York Air Brake. 100,935 *71,294 
Columbia Gas & Electric 3,611,253 4,189,331 
c lidated Gas Balti 1,720,147 1,592,114 








Yet when all factors are taken into account the fourth 
quarter earnings were definitely encouraging rather than 
otherwise. In the first place, at the year-end prices of 
raw materials were 4.9 per cent lower than a year before 
and prices of finished goods 5.6 per cent lower, which 
means that year-end inventory adjustments, while mod- 
erate, tended to lower profits. In contrast, inventory 
adjustments at the close of 1935 moderately increased 
reported earnings. In the second place, the fourth quar- 
ter of 1935 was preceded by a considerably longer period 
of adjustment and of stability in operating costs than 
was the fourth quarter of last year. Time for needed 
adjustments is one of the essentials of normal earn- 
ing power. 

Taking a longer perspective, actual business activity 
in the fourth quarter was 1 per cent more than for the 
1923-1925 period; earning power of 200 leading indus- 
trial companies was 24.6 per cent less; prices of raw 
materials were 37.2 per cent less; prices of finished goods 
were 19.3 per cent less; unit labor costs were 13.6 per 
cent less: and taxes, on a roughly estimated basis, were 
from 60 to 70 per cent larger. 

Comparing this one quarter, however, with the period 
1923-1925 is misleading. For instance, the business vol- 
ume for the full year 1936 averaged only some 4 per 
cent more than it did in the fourth quarter, as measured 
by the Reserve Board index, and only 5 per cent above 
the average of 1923-1925, while the National City index 
of earning power of leading manufacturing enterprises 
for 1986 was nearly 11 per (Please turn to page 588) 
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Relief reform is a task Garner has set for Congress this 
session, and he is getting willing support from members 
who want to take the relief-politics club away from 
Roosevelt. They consider President’s request for imme- 
diate restoration of cut in relief appropriations a direct 
slap and insult to their intelligence. New set-up is more 
likely to be grants to states than new Cabinet depart- 
ment combining relief and public works, but details 
have not yet been worked out. 


Monopoly investigation of T N E C is getting snarled up 
through disagreements of members as to objectives and 
methods, and failure of cooperating agencies to work 
together. Federal Trade Commission, particularly, keeps 
getting off the reservation, insisting on gathering infor- 
mation on subjects overlapping studies of other agencies 
and keeping its activities secret. Under general head 
of its experience in trying to keep competition fair, 
F TC plans to charge existence of monopolies in steel, 
oil, cement, gypsum and some other commodities, al- 
though others on TN E C did not want these subjects 
brought up at present. To save time, much material 
may be presented in written reports instead of through 
oral testimony at hearings. 





WASHINGTON SEES 
Monopoly probe becoming tangled. 
S E C studying private security deals. 
Wagner Act amendment pressure increasing. 


South American financial aid under con- 
sideration. 


Little rail legislation likely. 


Relief system slated for overhauling. 


Movie production divorced from distri- 
bution. 
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Private placements of securities will be studied by 
SEC as part of the TN EC investigation and tied in 
with insurance company investment policies, but asid 
from this angle, S E C for some time has been concerned 
with growing practice of big borrowers in placing securi- 
ties directly with big investors, thus short-circuiting 
SEC registration and attendant responsibility of direc- 
tors. Small banks and other investors are complaining 
this prevents them from buying desired securities and 
participating in refundings of issues they hold. 


Wagner Act amendments stand fair chance of enact- 
ment despite opposition of NLRB and CIO. Con- 
gressmen have been hoping Wagner would propose 
changes which would have at least implied White House 
sanction, but if he does not there will be pressure for the 
AF of L-sponsored Walsh bill with some additional fea- 
tures. Burke bill, considered to embody extreme anti- 
union views, has little chance. Latest A F of L suggestion 
to fire three present board members and create a new 
board of five is viewed by some as attempt to short- 
circuit any amendments in law itself and hope for de- 
sired changes through administrative rulings of a new set 
of members. 


Educational orders for a few highly specialized mili- 
tary items are now being let by War Department under 
current $2,000,000 fund, but pending bill would author- 
ize $34,000,000 for next two years for this purpose. 
Department will continue policy of inviting bids only 
from selected concerns able to turn out large quantities 
of critical, non-commercial equipment in wartime. 


Surplus crop distribution plans are still being mulled 
over by AAA and FSCC who have called in Com- 
merce and Treasury Departments for consultation. 
Officials are convinced ultimate answer to farm problem 
is wider domestic consumption which might be obtained 
through some such plan as buy-and-give, two-price sys- 
tem, relief-order scrip, bulk distribution of poorer grades, 
streamlining distribution methods, and other sugges- 
tions. Recent AAA personnel changes have delayed 
matters, but distributing trades are still fairly confident 
they will not be pushed out of the picture. 
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Financial legislation this session may be confined to 
Barkley trust indenture bill which SEC says is neces- 
sary to protect investors and which investment bankers 
say is not needed, will increase cost of floating new issues, 
and will give government detailed control of corporation 
financing, expansion, and operating policies. SEC is 
not pushing Lee protective committee bill because of 
its heavy duties under new Chandler bankruptcy act 
but will act for this measure later. Its investment 
trust study will be completed soon and _ legislation 
probably will be drafted but not 
pressed this year. 


Banking legislation discussions 
are still sub rosa, and beyond 
holding company legislation 
probably little will be done in 
near future because of c'ose 
balance of power between big 
and little banks and between 
those government officials who 
hold depositor safety the prime 
consideration and those who 
view bank regulation as a means 
of controlling credit and _busi- 
conditions. Federal Re- 
serve Board threw out broad 
hints of what it wants but so 
far has not made definite rec- 
ommendations. 


ness 


Latin-American financial aid is 
heing studied by the adminis- 
tration as direct stimulus to 
U.S. exports and to promote 
closer relationships in this hemi- 


Wide 


World Photo. 


sphere. Plans under considera- 
tion include sale of gold for 


dollar exchange (where there is 

such) to stabilize currencies, creation of long-term re 
volving credit) through Export-Import) Bank. and 
assistance, both expert and monetary. in’ establishing 
strong central banks to improve currency control and 
regulation of foreign exchange. 

German barter deals in U. S. are worrving domestic 
producers, particularly of machinery and steel products. 
Much oil-field equipment is understood to have been 
imported in exchange for U. S. oil, and German agents 
are trving to get lard, wheat, and other goods by similar 
swaps. Government officials are interested and 
domestic manufacturers are protesting, but real infor- 
mation is meager since there is no way of foreing an 
importer or exporter to disclose his means of payment. 


SOS 


Rail legislation will remain in the realm of conjecture 
for several months, perhaps all session. Nebulous ideas 
are being tossed out to test reaction, and it is generally 
agreed that the bill now the subject of House hearings 
will not be passed in present form. Big legislative battie 
between rails and other transportation agencies is im- 
pending. Separate bill may be passed this spring in- 
creasing federal supervision over railroad financing, in- 
vestments, reorganizations, holding companies. etc. An- 
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Senator Robert F. Wagner, whose revision of 
the Labor Relations Act which bears his name 
is awaited by Congress. 


ticipated attempt of S EC to get control of these matters 
away from the I C C has not vet made its appearance. 


Alldredge's appointment to | C C is significant because. 
while a recognized rate expert and transportation econo- 
mist, he opposes the historic method of fixing rates fol- 
lowed under existing law and wants more consideration 
given social aspects. He headed the drive of Southern 
shippers to abolish territorial rate differentials in order 
to put Southern industries on equal freight basis with 
Northern in reaching Northern 
markets. 

under which 
exhibition 


Movie contracts 
producers — stipulate 
price and conditions of theaters 
are ruled invalid by Supreme 
Court. and Justice Department 
will use this decision as basis for 
intensifying its campaign to 
lessen control of theaters by 
major distributors through block 
booking, ete. 
Commercial frauds ivision 
just established in Justice De 
partment will speed up enforce- 
ment of SEC laws and also go 
after other types of shady busi 
ness transactions affecting im 
terstate commerce. 


State wage-hour laws are nol 
making much progress. though 
uniform draft prepared in Wash- 
ington is pending in about half 
the state legislatures. Bill is de 
signed to reduce constitutional 
and enforcement difficulties of 
federal law by applying to both interstate and intrastate 
industries and is more burdensome than federal law as 
it would require a straight 8-hour day with no averaging 
Most states hesitate to take the initiative in 
penalizing local industries. 


of hours. 


Advertising control is being tightened by Federal Trade 
Commission through increased funds and reorganized 
staff; new interpretation of the law holds advertising 
agencies responsible for misleading statements, and a 
drive on them has been launched; mail-order catalogues. 
foreign-language publications, and local radio stations are 
also being checked for compliance with Wheeler-Lea act. 


Bituminous coal commission will soon make another try 
at fixing prices but observers are sceptical of success and 
producers are getting restive and may ask Congress to 
revise the law drastically, citing that in the nearly two 
years since the second Guffey act was passed it has taken 
some 3% million dollars annually out of the industry in 
special taxes plus much expense in reporting prices and 
attending meetings and has given nothing in return. 
meanwhile preventing contracts in excess of 30 days. 
Proposed method of price-fixing involves so much red 
tape, industry fears it will never function. 
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Bethlehem Offers 
Diversified Stake in Steel 


Heavy and Light Steels, Ordnance, Shipbuilding 
and Construction 


BY CYRUS G. V. WHITE 


; ability of a steel company to make money is never 
finally settled. It is a fresh question every year and 
every month, with no single component of the profit 
outlook ever static for long; and that applies as directly 
to the leaders in the industry as to the one-mill inde- 
pendents. The fact that Bethlehem Steel has been in 
the black every year except two over the last three de- 
cades is a good recommendation for the set-up and the 
management, but it proves nothing conclusively about 
1939. Particularly with the common stock selling fifteen 
to twenty per cent higher than in early 1936. just before 
the bulge in steel earnings, with wages up and selling 
prices not fully recovered from recent shakiness, facts to 
explain the optimism are in order. 

First exhibit, still remembering that even very recent 
past accomplishments are not absolute proof of the 
future. must be the remarkable comeback in profits dur- 
ing the final quarter of 1938. Bethlehem’s rate of opera- 
tions rose to 56.5 per cent of capacity—a gain of 22 per 
cent over the third quarter. Yet the price war which af- 
fected most of the industry carried through in the way 
of unfilled contracts right up to the end of the vear. 
lopping $3 to $4 a ton off earlier levels. With this handi- 
cap. Bethlehem turned its 22 per cent gain in production 
into a 719 per cent gain in net income, moved its com- 
mon stock from the deficit column into the black with a 
profit of 56 cents a share for the quarter. 

Such a performance is evidence that Bethlehem has 
made a success of building up its capacity in light steels 
which go to the automobile makers and miscellaneous 
users. Ten years earlier such a showing in the face of 
prevailing conditions in the heavy industries would have 
been impossible. But Bethlehem’s whole evolution from 
the start in 1905 shows something of a knack for getting 
into strategic position at the right time. Changes in 
steel-making plant and equipment must be planned years 
ahead or the company finds itself chasing a slackening 
demand—competing in a buyers’ market. Not only in 
the type of product to be emphasized but in the location 
of plants and the choice of machinery as well. foresight 
can prevent many headaches. 

Bethlehem began as a maker of armor plate and heavy 
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ordnance, a small company even for the size of its in- 
dustry. Very soon, however, production of structural 
steel was undertaken; and continuously since then the 
construction industry has been one of Bethlehem’s most 
important customers. If demands for structural steel 
could have been charted for twenty years ahead, the 
company could hardly have made a better decision in 
1908 than to make itself a prominent factor in supplying 
such material. 

That Bethlehem Steel was among the foremost of the 
“War Brides” a few years later may be laid to the luck 
of having exactly the right productive facilities—plus 
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a considerable amount of salesmanship 
and shrewdness. But long before the 
end of the war the company was prepar- 
ing for peace, buying a rail mill in 1916, 
a bolt and nut plant the following year, 
planning the inevitable changeover from 
swords to plowshares. Thus when the 
time came for a possible collapse from 
the weight of a capacity tripled in three 
years because of highly abnormal war 
demands, there followed the proof that 
the company could hold its own on a 

ace-time basis—far more than hold its 

1, in fact, 

Sethlehem ingot capacity crossed the 
1.000.000 ton mark in 1916, the 3,000,000 
mark in 1920. 5.000.000 in) 1922. and 
10,000,000 in 1937. The big jumps in the 
twenties were mainly by merger, giving 
common and preferred) stocks in’ ex- 
change for the properties acquired, At the 
peak of this movement facilities for pro- 
ducing heavy steel represented two-thirds 
of the company’s total capacity and rail- 
roads and construction were the chief 
customers. Fortunately, this depend- 
ence on rails, shapes and plates was to be 
reduced well below the fifty per cent level 
with the completion in 1937 of an eighty- 
five million dollar three-year program of 
building up light steel facilities. 

Today Bethlehem is the 
largest: steel producer in the country— 
only two-fifths the size of U. S. but well 
ahead of Republic in third place. Its 
plants are centered around the Eastern manufacturing 
districts, with the exception of about 4 per cent of total 
capacity on the Pacific coast. Plants at Sparrows Point. 
near Baltimore. and Lackawanna, near Buffalo. 
comprise slightly over a quarter of total capacity, with 
the balance divided among three Pennsylvania plants. at 
South Bethlehem, Johnstown and Steelton. Iron ore 
reserves in the Lake Superior region and coal and lime- 
stone in West Virginia and Pennsylvania are estimated 
to be sufficient for many years’ use. 

Still possessing the largest domestic facilities for the 
production of armor plate and ordnance (with armor 
plate capacity booked solid for the next three or four 
years) and still important in the manufacture of rails. 
these activities are outweighed in earning power by the 
production of merchant bars. structural shapes. sheets, 
strip and tin plate. Recent additions to equipment have 
included a 600.000-ton continuous sheet and plate mill 
at Lackawanna and a continuous sheet and strip mill at 
Sparrows Point. Needless to say, demand from the 
automobile makers has become increasingly important 
and much of the equipment installed over the last few 
years has been in response to this demand. Miscellane- 
ous users of steel, however. provide attractive and grow- 
ing outlets. less handicapped by wide and sudden varia- 
tions in volume. 

Since 1931, Bethlehem has owned and operated as a 
division the McClintic-Marshall Corp.. largest domestic 
fabricator and erector of structural steel. Large build- 
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Expelling the impurities from white hot molten metal by compressed air in a 
Bessemer Converter at Bethlehem, Pa. 


ings, bridges, dams and other undertakings are handled 
by this division, securing an outlet for steel as well as a 
construction profit. Another Bethlehem activity of 
importance at some times is the manufacture of railroad 
cars, both freight and passenger. Container makers as 
customers for the tin plate division furnish a modest but 
relatively steady source of gross revenues. The purchase 
last year of International Supply Co. and Oklahoma Iron 
Works gives the company a sizeable stake in the oil well 
equipment field. In addition to the acquisition of Me- 
Clintie-Marshall, several plants on the Pacific coast. and 
the Williamsport Wire Rope Co., Bethlehem spent on the 
expansion and modernization of its plants the sum of 
$322.000.000 in the fifteen years ending with 1937. 
Capital outlays last year were considerably smaller, 
more because of the results attained in prior years than 
because of depression influences. 

When Bethlehem was incorporated in December, 
1904, it was as successor to the United States Ship 
Building Co. This branch of the business was never 
more active in peace time than it is today. Yards are 
operated on both the Atlantic and the Pacific coasts, not 
only for the construction but for the repair of ships as 
well. Profit margins in both phases are likely to be satis- 
factory when it is considered that Bethlehem produces 
the raw materials. fabricates and then installs them. 

Navy work, of course, is limited to a 10 per cent profit 
under the Vinson-Trammell Act. That means a battle- 
ship contracted for and started in 1938 may run into a 
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Pouring a melt of alloy steel from an electric furnace. 


loss because of rising prices a year or two from now, but 
it cannot produce more than the limited _ profit. 
Bethlehem has an advantage, however, by the _ inte- 
gration already mentioned, the freedom from the neces- 
sity of purchasing basic materials in the open market. 
Also, as in any other business shrewd management finds 
ways to plan ahead so thoroughly that the unfavorable 
chances are reduced to a minimum. 

There is so wide a popular interest in shipbuilding and 
in Bethlehem’s leading part in the industry that the 
analyst is tempted to short-cut the statement of his 
findings. He sees reason to believe that in a certain vear 
Bethlehem Shipbuilding contributed say $2.000.000 net 
income toward a total for the parent company of $8.000.- 
000. In that particular vear profits on marine work were 
25 per cent. of total income, it is true, but it must be 
remembered that the same results for the subsidiary in 
a period like 1937 would equal only 6 per cent of parent 
net income. The two do not necessarily fluctuate to- 
gether: to state one in terms of the other can be quite 
misleading. 

The program of the Maritime Commission calls for 
immediate construction of a substantial amount of com- 
mercial tonnage, of which Bethlehem is getting its share. 
Naval building has already been stepped up and _ will 
undoubtedly continue very active. Ordinary” repair 
work is not likely to slack off. Therefore Bethlehem’s 
shipbuilding division which had a good vear in 1938 
should very possibly have a better one in 1939. The atti- 
tude of the company toward the coming importance of 
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its shipbuilding division is indicated by the 
election of the man in charge of it to the 
board of directors. and by the purchase last 
year of United Shipyards, with extensive 
yards. 

Before leaving shipbuilding, its part in 
building up unfilled orders might well be 
noted. At the end of 1938 the Corporation 
reported a backlog of such orders amounting 
to more than 162 million dollars compared 
to 93 million a year earlier. This total, prob- 
ably the largest in the company’s history 
for a time of peace, was due in considerable 
part to shipbuilding orders, of which one 
battleship constituted approximately $50,- 
000.000. As an indication of a higher steel 
operating rate to come its usefulness is 
diminished by the presence within the total 
of ship orders, and this is particularly true 
when large sudden increases result from 
such a cause. A battleship order appears 
in one lump, but is eliminated by successive 
payments as work progresses. Abrupt drops 
in unfilled orders are therefore apt to have 
more significance in respect to the steel 
situation than equally sharp rises which 
may represent work to be stretched out over 
many future months. 


The Profit Point 


Probably more intriguing to the analyst 
and the layman even than Bethlehem’s 
shipbuilding is the question of pay-point.” 
If conditions would stand still long enough to be con- 
sidered in sequence, starting from raw materials, through 
wages. taxes, fixed charges, selling prices and so forth, 
we might come to a neat conclusion that at such a rate 
of operations a profit would be made, at 1 per cent 
lower none. Constant conditions, however, are not a 
characteristic of the steel business. As an example, 
take Bethlehem’s taxes — twelve million in 1936, close 
to twenty million in 1937. No one seriously expects 
a drop in tax rates, and for any gain in operations the 
bill almost automatically goes higher. Operations were 
up 20 per cent in 1937 and taxes up 66 per cent: in addi- 
tion to the many other types. increasing Social Security 
rates are bound to have their effect. In 1937 Social 
Security taxes came to almost a dollar a share on the 
common and preferred combined. 

Wages and selling prices, though, are the two biggest 
variants. The course of wages over the last few years has 
been steadily upward. Bethlehem paid its employees, 
exclusive of selling and administrative forces. an average 
of 72.1¢ an hour in 1936 and raised the level to 86c in 
1937. Strictly comparable figures for last year are not 
available, but there were at best no important savings, 
and none of these statistics take into consideration the 
time and money lost through labor troubles. At the 
present time the company is confronted with a somewhat 
different angle to the wage problem. The Department 
of Labor was instructed to determine certain minimum 
wage rates for the steel industry. Manufacturers not 
coming up to the minimums are ineligible under 
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the Walsh-Healey Act to sell 
commercial steel to the Goy- 
ernment. The rates set by 
the Labor Department have 
turned out in many cases to be 
higher than those paid by the 
company, whose claim it is that 
the determined rates are deliber- 
ately set high as a means of 
raising wage scales, something 
outside the intent of the law. 
Bethlehem has asked a. sixty- 
day delay from January 31, the 
effective date, so that the legal 
aspects may be studied and a 
policy formed. If wages are 
brought up to the new mini- 
mums, there is a jolt to pay- 
point calculations. If not, the 
company may be unable to sell 
steel to the Government. The 
ruling does not, however, apply 
to armor plate or shipbuild- 
ing. 

Steel prices spent most of 
last year in grudging retreat. 
Both in late Spring and in 
the Autumn weakness cropped 
out, resulting in considerable damage to profit margins. 
Any period of reduced demand is almost inevitably a 
test for prices, to be withstood more or less successfully 
according to the unity within the industry and the 
state of general business psychology. Along with the 
price cuts in June, however, came the decision to revise 
basing points, abandoning the “Pittsburgh Plus” system. 

Bethlehem has apparently gained more than it has 
lost, relatively speaking, through the establishment of 
new basing points. From the Lackawanna plant at Buf- 
falo it has cheap water transportation from the ore mines 
and to the Cleveland and Detroit markets with their im- 
portant motor and miscellaneous demand. Sparrows 
Point can compete in several directions, notably toward 
the South, while the Bethlehem plant has an advantage 
over most large rivals in entering the New England and 
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A "Bloomer" about to be rolled into a structural shape. 


New York territory. Perhaps not all the consequences 
of the new basing points are fully visible vet. but plant- 
favorably located in relation to markets and raw mate- 
rial sources will undoubtedly retain their competitive ad- 
Vantage. 

Before the June price cuts last vear Bethlehem had 
surprised everyone with a performance during the first 
two quarters indicating a very low pay-point. Operating 
at 34.6 per cent of capacity in the first quarter, net in- 
come closely approached $1,000,000, and while a 35.7 per 
cent rate during the next three months resulted in a 
much smaller profit, the fact that charges were covered 
was quite satisfying. The explanation for lower earnings 
in the second quarter despite a slightly better operating 
rate is not completely clear, but most probably it wa- 
due to the completion early in the vear of certain con- 
Quarterly fluctua- 
lions in net can sometimes be produced by accidental 
lumping of profitable contracts. 

Other temporary abberations of the pay-point occur 
when such influences as strikes or floods come into the 
picture. For instance, in the first quarter of 1935 the 
operating rate was 39.1 per cent and a loss of $607,006 
In the same period in 1936 a profit of only 
$603,000 resulted from a rate of 45.3 per cent. 


tracts which provided good profits. 


was recorded. 
Com- 
paring these figures with the first quarter of last year. 
when the rate was 34.6 per cent and the profit $995,000. 
one might conclude that profit margins were headed very 
sharply upward. Actually, the two earlier periods were 
penalized and the latest one aided by temporary factors 
which had no bearing on basic earning power. 

Close to $2,000,000 must be earned in any quarter to 
cover dividend requirements on the two issues of pre- 
ferred stock. At 46.4 per cent of capacity in the third 
quarter of last year. Bethlehem could not do this. Yet 
a good guess would be that (Please turn to page 584 
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Annual Dividend Foreeast 


A YEAR ago it was necessary 
to anticipate numerous divi- 
dend changes reflecting the 
swift decline in nearly all in- 
dustries in late 1937 and the 
rather dour prospect of 1938. 
Today the trend is in the oppo- 
site direction. Since early sum- 
mer the pace of business activ- 
ity has been quickening and the 


Part Ill. 
Chain and Department Stores, 


Building, Railroads, 


Aviation, Miscellaneous Specialties 





Two fundamental factors, the industry and the com- 
pany itself, are used to form our ratings. The 
letters, A, B, C, D, are used in connection with the 
industry according to the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers, |, 2, 3, 4, are used for rating the company 
on its earning power, current and prospective. 





more general now that the tax 
on undistributed profits has 
been modified. 

We have taken these things 
into consideration insofar as 
possible in appraising dividend 
prospects for each company. 
Our views are indicated by in- 
dividual comment and by the 
market rating explained in the 


prospect is for further advance INDUSTRY COMPANY accompanying box on this 
and expansion of industrial op- A—Active, further progress indi- 1—Good earning power, sub- page. 

° . : cated. stantial gains indicated. ae “ 

erations. Earnings trends point : : = : As usual the Dividend Fore- 

ad B—Active, further progress may 2 provement in ex- > Beg : 

upward, and as the year ad- be slow. pected. cast is divided into three parts. 

‘ = j 7 eC C—Depressed, prospect for re- 3—Gain in earning power may rering Steels, ils, 
vances, should in many cases ee A xg Part I, covering Steels, O 


produce corresponding Bains iN Depressed, no nearby. im- 
the dividends disbursed to eenent eeted. 
shareholders. 


4—Eamines outlook unfevor: Public Utilities, Metals, Ma- 
chinery, and the various equip- 
ments, appeared in the issue of 





However the tendency to 
avoid fixing an annual dividend rate and to pay only 
what recent earnings justify still prevails among an in- 
creasing number of companies. Dividend policies are 
also modified by the desire of not a few managements to 
finance necessary expansion out of earnings. This will be 


January 28. Part II dealing 
with Motors and Motor Accessories, Movies, Liquors, 
Foods, Sugar, Tobacco and Chemicals was published in 
the issue of February 11. Part III covering the Build- 
ing, Railroads, Merchandising, Aviation and Miscellane- 
ous Specialties is presented herewith. 





Building Outlook Exceptional 


r ERHAPS the brightest spot in the general economic 
picture at present is the strong upward trend in building 
activity that has developed in recent months. As re- 
ported by F. W. Dodge Corp., residential contract awards 
in $7 eastern states amounted to $50,095,000 for the first 
three weeks of January, up 112 per cent from the like 
period a year earlier and topping even the total for the 
corresponding weeks of 1937. A similar story is revealed 
in the figures for heavy engineering awards compiled by 
the Engineering News-Record. The total in this instance 
— $311,693,000 for the full month of January — repre- 
sented a gain of 64 per cent over a year ago. Though 
this increase was due entirely to an advance in public 
awards, private work having shown a decline, indications 
are that there is a substantial volume of industrial con- 
struction ready to go forward with any appreciable bet- 
terment in general business conditions. 
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It is in the residential field, however, that prospects 
are most encouraging and it is in this field too that most 
of the leading building materials companies have their 
largest stake. But even here the outlook is not without 
some uncertainties. A recent life insurance company 
study indicates that small home building costs are ad- 
vancing at the rate of $10 a month and that a $4,000 
house built at 1937 average wage and material levels 
would now cost over $4,150. Residential construction 
costs in general have climbed to within 114 per cent of 
the 1926-29 average, though due to cheaper financing, 
improved materials and design, and increased mechani- 
zation of operations the home builder is getting more 
for his money today than at any previous time. 

The tendency toward higher costs has not gone far 
enough to detract from the favorable implications at- 
taching to the rising total of contract awards. However, 
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it will bear watching as the year progresses for, as we 
learned in 1937, there is nothing quite so effective in 
cutting short an incipient building boom as a too rapid 
rise in wage rates and material prices. 

Of some interest in this connection, at least from a 
longer range viewpoint, is the contribution that prefab- 
rication may ultimately make toward low-cost housing 
on a nationwide scale. The most interesting current 
development of this sort is the Colonial Village project 
for Carnegie-Illinois employees at Clairton, Pa. It is 
reported that per room cost for the first 300 houses 
erected was 40 per cent under that of the typical custom- 
built house of like size and quality in the Pittsburgh 
area. Standardized steel stairs, steel closets and the like 


_ approximately tripled the amount of steel ordinarily used 


ina small home. A similar project is being undertaken 
for the employees of the American Rolling Mill Com- 
pany. Wide use of prefabrication and mass production 
principles, if opposition of strongly organized building 
unions can be overcome, may some day give the steel 
industry a much more important stake in residential 
building and at the same time create a broader market 
for the general run of construction materials companies 
excepting, of course, the lumber companies. 

The tax question, ever of importance in real estate and 
building operations, has come to the fore with the pro- 


posed New York State levy of $1 per $1,000 of assessed 
valuation. The tax itself is small and could scarcely con- 
stitute a deterrent to building activity. But it is feared 
as a possible entering wedge that might lead to the adop- 
tion of a higher rate later. Also, once enacted, the prac- 
tice could easily spread to other states. 

But at worst these uncertainties are of the longer term 
variety and have little bearing on the outlook over the 
next six months. The latter, of course, is exceptionally 
favorable due, for the most part, to the prospect of con- 
tinued heavy PWA expenditures, increased activity by 
the U. S. Housing Authority, maintenance of FHA 
mortgage operations, and further improvement in gen- 
eral business conditions. Among the individual building 
supply lines, cement is expected to encounter a more 
than seasonal increase in demand with the coming of 
spring and there is some talk in trade circles of better 
prices in the offing. Some weakness is currently apparent 
in asphalt quotations while gypsum continues relatively 
stable. Demand for plumbing and fixtures, following 
an initial lag, is now on the upgrade. 

All things considered, the months immediately ahead 
will probably bring appreciably higher sales and earn- 
ings for the better building supply companies, and it is 
altogether likely that payments to stockholders will total 
considerably more than in the first half of 1938. 
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Earned Price Sense Divs. 
Per Share 1938 Recent Paid Market 
__COMPANY 1937 1938 High Low Price 1938 ~— Rating COMMENTS | 
Alpha Portland Cement....... 0.55(a) 0.17(a) 20 111, 18 1.00. A-3 Dividend rate not too secure but strong finances and improving 
; -_ _ outlook c may forestall reduction. 
American Encaustic Tiling. .... d0.19(b) d0.09(b) 63/2 2% 4 None A-3 Further rise in construction totals needed for worthwhile earnings. 
ya ee aes Dividends remote. 
American Radiator & S.S..... 0.68 0.20(E) 1914 9 16 0.15 A-2 Product demand lags behind building activity, but improvement 
dah expected. Dividend increase possible. 
Armstrong Cork............. 3.66 NF 59% 24%, 48 0.75 A-2 Building trades take only portion of output. Industrial recovery 
isan should help earnings and dividends. 
ESO RES eRe eee 2.09(c) 0.50(c) 191g 125%, 17 100% stk. A-2 Cash dividends a prospect with indicated earnings gains this year. 
Certain-teed Products......... d0.54 def.(E) 12% 4% 11 None A-2 Should Romy from red this year but common dividends await 
of pre d arrears. 
Congoleum-Naim............ 2.03 1.02 293/, 15 26 0.75 A-2 Floor ‘covering prices advanced. Profit and dividend outlook 
LC aon eam 3.68 0.75(E) 4214 19 31 None A-2 Slow to feel building pick-up, but operations should benefit in 
1939, Dividend resumption likely. 
Devoe & Raynolds “A"...... 4.05(e) 0.50(e) 40% 25 238 2.00 A-3 ~ Dividends matching last year's payments will require consider- 
eee: oe able in i 
Sa earn 1.50 1.21 31%, 10% 28 0.60 A-2 Outlook promising, given firmer price structure for roo‘ing ma- 
; terial. Higher dividend probable. 
Holland Furnace............. 2.90 NF 5234 17 47 2.00 A-2 = Repl td di rtant factor. Earnings and dividends 
betterment szems probable. 
Johns-Manville. . amen. 5.80 1.10(E) 111% 58 93 0.50 A-2 Exp in net available for dividends anticipated this year. 
*Lehigh | Portland pore Dowels 4.33 0.63 255 1314 22 1.00 A-2 Prospective : omsions improvement and strong finances may allow 
f $1 dividend rate. 
Lone Star Cement........... 3.94 3.15(E) 63%, 26 55 3.00 A-2 Returns from pee American operations curtailed by unfavor- 
able exch rates, However, dividend well covered last year. 
ea eee 3.02(f) 1.95(f) 61 25 50 1.50 A-2 Earnings recovery expected. Larger payments probable this y Year, 
Minn.-Honeywell Reg....... 4.56 1.42 92 461, 74 2.00 A-2 Favorable building and industrial outlook augurs well for earnings 
we Pre he eee and dividends. 
*National Gypsum.......... 0.33 0.55(E) 1635/4, 5 14 None A-2 Improved trade p and ies plus general 
building gain suggest Hl earnings gains and dividend in- 
fu acne —— auguration. 
US EIGVAIOE: 65.505 cccecaces 1.60 0.75(E) 29/4 13%, 22 0.60 A-2 Strong trade position insures participation in further building 
__ gains. _Dividend policy generous. 
*Parafine Companies......... 5.28(g) 2.44(g) 6114 29 52 2.00 A-2 Prominent in Pacific Coast area. Earned 72 cents December 
___ quarter against 49 cents year ago. Higher dividends likely. 
Penn Dixie Cement.......... d1.86(a) d2.23(a) 5% 2%, 4 None  A-4 Worthwhile common ‘share earnings not immediate prospect. 
Se ae arge on prefe 
a a ae 1.89 1.35(E) 331% 13 30 0.60 A-2 Replacement demand of major importance. Dividend increase 
mens) ___ probable. 
Sherwin-Williams............ 8.44(f) 2.45(f) 117% 66 107 2.50 A-2 Will benefit from greater volume of modernization and repair 
___s work bikely in coming months. Dividend rate assured. _ 
RUSS) GypIWM. 2. oc. ces 4.08 3.50 115 55 97 2.00 A-2 Residential building is principal market. Earnings and dividend 
____rospects encouraging. 
Vole TOWNE. ..5.0020000500 2.72 def.(E) 39 203, 30 0.60 A-3 General industrial as well as building revival i rtant 3 
—— __wise. Dividend should ined 
*—In our opinion, the more attractive profit opportunities. (E)—Estimated. (A)—Actual. NF—Earnings or estimate not available. (a)—Twelve months 


ended Sept. 30. (b)—Nine months ended Sept. 30. (c)—Fiscal year ended Oct. 31. (d)—Deficit. 


Aug. 31. (g)—Fiseal year ended June 30. 


(e)—Fiseal year ended Nov. 30. (f)—Fiscal year ended 
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Business Trend Will Be Rail’s Trend 


iis operating revenues of Class 1 carriers last year 
totaled $3,565,490,883, a decline of 14.4 per cent from 
the 1937 level. Operating expenses were 12.7 per cent 
lower, but taxes rose 4.6 per cent and net railway oper- 
ating income of $372,846,314 dropped nearly 37 per cent. 
Poor as this showing was, it might have been consider- 
ably worse had it not been for the steady improvement 
which occurred during the last half of the year. In 
December, for example, operating revenues were 6 per 
cent larger than in December, 1937; net railway oper- 
ating income of $49,373,177 represented an increase of 
90 per cent; and was the second best December showing 
since 1929. 

Some measure of the dynamic reversal in railway oper- 
ations which took place in the final six months of last 
year is indicated by the fact that normally railroads earn 
about 40 per cent of the operating income in the first 
half and 60 per cent in the second half. Last year the 
first six months contributed only 18 per cent, while the 
last six months accounted for 82 per cent. Despite the 
substantial gains scored in the final half of last year, 
net operating income for all of 1938 was only $45,500,000 
higher than the worst depression year, 1932, and was 
about $131,.000,000 less than in 1931. 

One hears and reads much about the railroad “prob- 
lem”—and a problem it most certainly is, but it is one 
in which so many conflicting interests and factors are 
involved that many believe the only ultimate solution 
(if such it may be called) lies in Government ownership. 
The fact of the matter is, however, that the railroad situ- 
ation has become so complicated that many do not “see 
the trees for the forest.” Granted, of course, that the 
railroads are saddled with such uneconomic burdens as 
multitudinous and duplicating taxes, subsidized compe- 
tition, a complex rate structure, arbitrary wage rates and 
unbalanced capital structures. Actually, however, the 
railroad problem is more a problem of general economic 
recovery than is generally realized. 

In a series of charts appearing in the February 11 issue 
of Tue Macazine or Watt Srreet, rather convincing 
evidence was presented in support of the contention that 
the level of freight traffic is, and has been, at all times, 
the determining factor in railroad earnings. Charting 
ton-miles of freight per unit of business activity it was 
shown that the railroads have suffered no such diversion 
of traffic to competing transportation mediums as is gen- 


erally supposed. Ton-miles of freight moved in 1937, for | 
example, were 4.26 billion for every one point in the 
business index, as compared with 3.90 billions in 1923-25, 
Freight revenues in 1937 for every one point in the busi- 
ness index were only 8.3 per cent below the 1923-5 
period. 

Just as the sub-normal level of railroad traffic in the 
first half of last year emphasized the dire straits with 
which the railroad industry had become involved, it was 
also shown that many of the secondary problems are 
thrown into the background and their immediate signifi- 
cance diminished by a rising tide of traffic. To the ex- 
tent that the general business prospect for 1939 is much 
more promising, the railroads may be expected to extend 
their late 1938 gains and by the same token their funda- 
mental problems will become less pressing. 

But if the year passes and nothing concrete is achieved 
in the way of relief for the railroads, all of their problems 
will again confront them in the next business recession 
—confront them probably with greater force than ever. 
It is to be seriously doubted that the railroad industry | 
would be financially able to weather another period of | 
sub-normal traffic. In such circumstances Government 
ownership and operation would be inevitable. Even as 
the industry stands today, one-third of the carriers are 
insolvent and last year it was only by the skin of their 
teeth that several large roads were able to escape 
receivership. 

The railroad problems are not such that they can be 
appreciably mitigated by legislative action alone. A 
realistic legislative approach to a solution of the rail- 
road situation would help tremendously, but further 
than that railway management must be given an ade-| 
quate opportunity to take the steps necessary to their| 
best interests. That would mean considerably more lati-| 
tude in such matters as wages, rates, competition and 
consolidations. The trend of legislative thought is still 
too vague to say more than that the railroads and their 
problems are prominently before the present Congress. 
Something definite and constructive may be forthcoming. 

Right now most of the carriers are more concerned 
with earning their fixed charges than they are with divi- 
dends. For many carriers, dividends are remote and the 
shares of only a mere handful of roads are earning any- 
thing at all, while still fewer may be included among 
dependable dividend-paying issues. 








Position of Leading Railroad Stocks 



































Earned Price Range Divs. 
per Share 1938 Recent Paid Market 

Company 1937 1938 = High Low Price 1938 Rating COMMENT — 
Atchison, Topeka & Santa Fe. . 0.60 0.83 44h 22, 35 None C-3 Earnings trending upward. Dividend resumption on modes 
_ scale possible this year. ne 
Atlantic Coast Line.......... 2.97 2.27 30 14 23 None C-3 Record Florida cit-us crop helpful. Increased Louisville & Nash 
ville payments problematic. Early dividend resumptions doubtful. 
Baltimore & Ohio............ 1.20 6.04 11 4 6 None C-4 — modification plan makes dividends out of question even 

a . A 
Bangor & Aroostook......... 4.61 0.34 36 24%, 22 2.50 C-3. Nearby i tlook Dividend maintenance 











dependent on fairly good financial position. 
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Position of Leading Railroad Stocks—Continued 








Earned Price Range Divs. 

































































































































































c per Share 1938 Recent Paid Market 
: ompany 1937 1938 High Low Price 1938 Rating COMMENT 
crn — aa — - —___—_—— — gat 
the Canadian Pacific o 0.30 NF 81g 5 5 None C-3 Strong financial position. Earnings betternment looked for but 
dividends unlikely. 
3-25. — = : -—— cer es ae ee aise bi ati ge Pann 
busi- Central R. R. of N. J. - 7.59 d15.54 14 6% 7 None C-4 Remains deep in the red, meeting aoteil charges with difficulty. 
‘ s at ms 5 — ear ee ile Paar i 5S a We ite a 
3-25 Chesapeake & Ohio ae 4.43 2.56 381 22 35 2.00 C-3 Quarterly dividend rate of 5 50 cents may be aia later in year. 
th Chicago Gt. Wester wo... 6.07 d6. 61 1% WA Ye None C-4 ~~ Traffic gains likely to be limited. Common stock would be 
e wiped out under present reo:ganization plan. 
with B — eee eves — er 7 neil eh csiatindy sett - - 
ees Chi., Mil., St, Paul & Pac . 17.65 d20.50E 1 “ Ye iis C-4 —_ Elimination of ded in reorganization plan. 
c — ee - —— es ene aA ae E = - = - 
; are Chiceso & Northwestem -. 410.34 d10.63 1% % Vy None C-4 Grain movement may be limited. Drastic equity treatment 
oak protable in reorganization. 
snifi- | oo —_— . —_ ee —s PE se 
P eX- Chicago, R. 1. & Pacific 417.65 d21.74 1% “, W% None C-4 Net results i in coming months lerncly dent on maint 2 
much = - , ; E ssecnccecnlloiin ered 
‘tend Colorado & Southern . 0.44 d3.66 8%, 3% 5 None C-4 Operations improving but not likely to get in the black this year. 
nda- - as ae - = iis 
: Delaware & Hudson . 4,02 NF 25% 1% 20 None C-3 Anthracite ‘ae lagging. Moderate impr t in 
operations expected under new leadership. 
2V sy aes ae a arte . sig 
eved Del., Lack. & Western. . dO.55 d2.34 8%, 4 4 None C-3 Long range prospects unfavorable. Greater industrial activity 
lems may bring some near term betterment. 
Ssion BAR = fase ess' sw v\eiaes 1... A197 d8.82 6% 114 2 None C-4 Severe treatment of equity shares likely in reorganization. 
ever. eA ia a a hand a a = a a ae . Soe Lae 
istry | Great Northern. : 4.05 1.09 30% 1234 26 None C-3 te os average outlook but dividend payments may be 
oi elaye 
_- ere — - = = E _ esisiseedl i 
ment Illinois Central , 0.62 Nil 20% 61% 17 None C-4 - Higher. gross revenues with increasing industrial activity would 
: mean sharp earnings advance for high leverage common. Divi- 
Nn as dends remote. 
S ae Kansas City Southern . 0.17 d1.64 1314 514 9 None C-4 Merger with Louisiana & Arkansas should improve position, 
their No dividends in prospect. 
Cape Lehigh Valley tee .. 0.75 d2.71 % 3 5 None C-4 Dividends out of question under seemneail debt adjustment plan. 
n be Louisville & Nashville 6.07 2.31 561% 29% 50 4.00 C-3 3 Soke improving but early dividend increase problematic. 
a A Missouri-Kansas-Texas d7.78 d10.53 3% 1” 1%, None c-4 Grain withheld from market affecting traffic totals. Outlook 
rail- oe . , _ — a =“ ae a unpromi ssnetl nee gi oo eee 
rther Missouri Pacific . 14.93 22.16 25% Ye VY, None C-4 Reorganization seems far away as ever. 
—..... _ . = $$ —________— 
eet latea. : : 0.99 d3.13 21%, 10 18 None C-3 Will benefit from World's Fair and prospective industrial pick-up 
their} but dividends meeneinaie e. 
lati ; - ee —_—_— 
wi N.Y. aaninanat a St Louis .. 1.46 d9.55 23 7 19 None C-4 Auto shipments improving but payments to stockholders remote. 
still N. Y., N. H. & Hartford d7.09 d9.58 2%, he % None C-4 Common stock excluded from reorganizatio ei 
their | N. Y¥., Ont. & Western . d2.88 d3.43 1% " %, None C-4 Elimination of common ouiaionait in reorganization. Anthracite 
xTeSS. movement annie 
ning. Norfolk & Western 21.96 13.95 1.98 1.33 1.82 10.00 C-3 Higher earnings and dividends itieadad in 1939 for this well 
-yned situated road. 
divi- Northern Pacific 0.05 d1.74 1414 62 11 None C-3 Increased ; building activity ver bring greater lumber ship- 
1 the ments. No dividends likely. 
any- Pennsylvania ; 2.07 0.84 24% 1414 20 0.50 C-3 More liberal dividend policy sahibiea with prospective earnings 
nong improvement this year. 
Pere Marquette ; : 1.08 d7.64 179% 5% 14 None C-4 Sieennen on auto industry. Better operating results expected 
eee a ; but | no dividends i in n sight. 
is Reading. vores : ; 2.88 0.35 22 103% 15 1.50 C-3 Dividend is insecure we though earnings point upward. 
Southern Pacific . 0.20 d1.78 2214 9% 17 None C-3 Well diversified traffic. Payments to shareholders are not im- 
minent. 
pean Siahen Railway , pan d1.69 d2.69 2334 5% 19 None C-3 High leverage aids share ings on upside of business 
wee LPL ee — wee ; cycle. Dividends are remote. 
modest Union Pacific : 6.15 6.62 99/9 553% 95 6.00 C-3 Unusual earnings and dividend stability. Present rate appears 
secure, 
% Nash- a ally rg - : 9 : fen ae = eer ae ra 
loubttul. Western Maryland... ..... 0.59 d2.19 412 25% 3 None C-4 Large sabi arrears ina in way of common dividends. 
sn even ———— — _- ae 
er E—Estimated. NF—E€stimate or earnings not available. (d)—Deficit. 
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Spring Upturn Expected in Retail Trade 


A NUMBER of factors bearing on the outlook for retail 
trade suggest that the usual spring upturn may exceed 
seasonal proportions this year. These include continued 
cyclical recovery in general business activity and con- 
sumer buying power, further Government pump-prim- 
ing expenditures, and, with special reference to the New 
York metropolitan area, the opening of the World’s Fair 
and a prospective influx of visitors from all sections of 
the country. 

The matter of further business recovery together with 
rising consumer income does not need to be enlarged 
upon here. The trend remains unmistakably upward 
despite the intermediate setback of December and Janu- 
ary, and the advance of the past eight months has been 
fully reflected in retail trade figures. The Federal Re- 
serve Board’s seasonally adjusted index of department 
store sales will probably be in the neighborhood of 90 
this month as compared with a low of 78 in May, 1938; 
the Department of Commerce index of chain store sales, 
which had dropped to 91 by July of last year, is now 
close to 96. 

Government spending is not likely to be seriously cur- 
tailed in the near future despite Congress’ economy ges- 
ture in lopping $150 million off the $875 million WPA 
deficiency appropriation recommended by the President. 
For although one of the prime tenets of the spend-for- 
prosperity theory is that spending should taper off as 
recovery progresses, the experience of recent years has 
shown that actually nothing of the sort is likely to hap- 
pen. The bulk of these outlays, moreover, are primarily 
of the sort that favors consumer goods and retail trade 
rather than heavy industry. 

Many who have now become pretty well accustomed 
to the barrage of advance publicity for the New York 


World’s Fair are likely to be taken aback by the actual 
extent to which retail trade in this area will be stimu- 
lated. Macy, Gimbel Brothers and Shattuck will prob- 
ably be outstanding beneficiaries. while Best and Arnold 
Constable should also profit. 

On the other side of the ledger, taxes remain an im- 
portant item. In the chain store field, however, the 
worst in punitive taxation has probably been seen. Only 
one new state levy of this sort was enacted last year 
and none is expected in 1939. The Patman Bill, a Fed- 
eral counterpart of the state measures, is conceded little 
chance of passage. 

It should be borne in mind, though, that merchandis- 
ers in general, and the low-inargin grocery chains in 
particular, are among the most vulnerable of all enter- 
prises to any sharp advance in the costs of doing 
business; this because such advances are next to impos- 
sible to pass along in the form of higher prices to the 
consuming public. The ability of most retail concerns 
to maintain profit margins, thus realizing the full bene- 
fits of volume gains to date, has been due to the failure 
of principal cost elements to gain proportionately with 
the revival in general business activity. Investors will 
do well as the cycle progresses to keep an eye peeled for 
any such development that would result in a_ profit | 
squeeze. 

But all things considered, the next six months seem 
scarcely likely to hold any dangers of this sort and will 
more probably see a further moderate advance in earn- 
ings and dividends of the better situated companies i 
the group. As has been the case in cyclical fluctuations 
of the past, department stores bid fair to lead the way. 
followed by variety chains, with the more stable drug 
and food lines bringing up the rear. 





Position of Leading Merchandising Stocks 

















Earned Price Range 
Per Share 1938 Recent 

COMPANY 1937 1938 High Low Price 
Allied Stores 0.68(a)  d0.07(a) 131 4% 10 
American Stores 0.38 $%=NF 113% 6%  — 
Amold Constable 0.75(b)  0.50(b)E 13 She 
Associated Dry Goods 0.02(b)  def.(b)E 12% a: 9 
*Best &Co........... 4.02(b) 3.00(B)E 560 26%qeC~<Ct«‘«‘S 
Federated Dept. Stores 2.37(b) 1.90(b) 29 eat 12%, 24 
First National Stores. . 2.46(c) 2.52(c) 43%, 24% 48 
*Gimbel Brothers 1.12(b)  def.(bB)E 15% Ss 12 
Grant, W.T............ 2.79(b) 1.95(b)E 30 19 30 
Great Atlantic & Pacific. 3.50(e) 7 NF(e) “72 36 7 . 








Divs. 


























Paid Market 
1938 Rating COMMENTS 
2 None A-2 Earnings improvement expected this year, but dividend resump- 
tion not near term prospect. | 
None D-4 Pennsylvania chain store tax adverse factor. Earnings and divi- 
dend outlook unimpressive. 
3 0.75 A-2 World's Fair will help this year. Moderate dividend increase 
possible. 
None A-2 Better earnings forecast, but large preferred arrears preclude 
common dividends. 
4 2.32% A-2 + aa in quality apparel. Increased dividends likely in 























1.25 A-2 Moderate eamings end dividend increase in prospect. 

2.50 D-3 Fourth largest food chain, operating mainly in New England. 
Present dividend rate appears secure. 

None A-2_— A principal World's Fair beneficiary, but payments are 
remote. 

1.90 A-2 Better volume and price control suggest improved showing in 
coming months. 

4.00 D-3 Lower wholesale food prices helpful. Dividend rate should be 


maintained. 
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Position of Leading Merchandising Stocks—Continued 




























































































Earned Price Range Divs. 
Per Share Recent Paid Market 
COMPANY 1937 1938 High Low Price 1938 Rating COMMENTS Doe 

Interstate Dept. Stores... . . 0.65(b) def.(b)E 18 61, 13 None A-2 Dividends doubtful in near future despite prospective earnings 
betterment. ah 

De aye ae 5.19 - 5.09 145/s 44% 7 ‘14 5.00 B-3 Sales gained 2.2% in 1938. Earnings and dividends relatively 
stable. 

Kresge, S.S......... cab : 7 1.95 4.63 22% “15% 23° 4.20 A-2 Volume running ahead of year ago. Present dividend rate should 
be maintained. “5 

REGS ORR sie s o5.50% 2.30 1.37 3154 22 26 1.60 A-2 Exceptionally stable profit record. Continuation of $1.60 divi- 
dend rate likely. ; 

Kroger Grocery & Baking... .. 1.62 2.05 2154 123 25 1.90 D-3 Earnings up last year despite slightly lower sales. Strong financial 
position protects dividend rate. 

a 4.65 NF 355 19%, 30 2.00 A-2 Increased earnings and payments seem likely. 

*Macy, R. H.... 2.52(b) NF(b) 491, 24, 42 2.00 A-2 = An outstanding World's Fair beneficiary. Higher earnings and 
dividends looked for. 

Marshall Field d2.11 1.04 147%, 514 15 None A-2 Good fourth ouarter pulled operations out of the red last year 
Further gains likely in 1939. 

May Dept. Stores......... 4.00(b) 3.00(b)E 53 281, 49 3.60 A-2 Improved operating results and larger dividend expected this 
year. 

WMeGrory Siotes. . .. 2.2.05... 1.89 : 1.48 13% 6 12 ma 0.75 A-2 Dividends should keep pace with prospective earnings gains. 

Melville Shoe........... : 4.56 NF 57%, 321% 52 3.00 B-2 po upturn looked for. Present payments should be main- 
tained. 

*Montgomery Ward......... 3.41(b) 3.00(b)E 541, 25 51 1.50 A-2 January sales set record for month. Increased earnings and divi- 
dends probable in 1939. 

*Murphy, G. C... mauris 5.84 4.77 621 34%, 58 3.25 A-2 Sales down less than 1% in 1938. Growth possibilities out- 
standing among variety chains. 

Newberry, J. J.... 5.27 NF 40 28 37 2.10 A-2 January volume up 5.7% from year ago. No early change in 
conservative dividend policy expected 

Penney, 006.325.0654. 6.52 5.00(E) 85% 55 83 4.25 A-2 peanente betterment in prospect. Small dividend increase 
ikely. 

Safeway Stores....... 2.62 4.02 29, 12 38 2.00 D-3 age oy well covered by earnings. Increased payments probable 
in1 

Sears Roebuck.  5.58(b) = NF(b) 801% 47 73 5.50 A-2 Regular dividend plus extras in 1939 should approximate last 
year’s payments. 

*Shattuck, F.G............ 0.66 0.50(E) 12% 63/4 11 0.50 D-2 World’s Fair business should put earnings well over the 1937 
level. Moderately higher dividend expected. 

Spiegel, Inc 1.51(f) d0.02(f) 15% 6% 14 0.25 A-2 Greater dependence on eastern industrial areas makes for wider 
cyclical earnings swings than other mail order houses. Dividend 
increase likely. 

Woolworth, F. W............ 3.42 2.95 53%, 36 48 2.40 -2 Regular dividend rate appears entirely secure. 








*—1In our opinion, the better profit opportunities. (E)—Estimated. NF—Earnings or estimate not available. 














(a)—Nine months ended Oct. 31. (b)—Fis- 


cal'year ended Jan. 31 of following calendar year. (c)—Nine months ended Dec. 31. (d)—Deficit. (e)—Fiscal year ended Feb. 28 of following calendar year. 


(f)}—Nine months ended Sept. 30. 





Busy Year Ahead for Aircraft 


; domestic output of airplanes, engines and parts 
last year, valued at an estimated $130,000,000, seems 
likely to be surpassed in 1939 by anywhere from 30 to 
50 per cent. Probably the principal factor making for 
production gains in the months immediately ahead will 
be the beginning of large scale deliveries on foreign 
orders recently placed and still coming in. The $50,000,- 
000 initial appropriation asked by the President for 
domestic air force enlargement, even with fairly prompt 
action on the matter by Congress, can scarcely be ex- 
pected to show up in the industry’s sales figures until 
late this year and early 1940. 

Fully as important from an earnings standpoint as 
the sharp increase indicated for total production is the 
large proportion of output that will go to foreign gov- 
ernments. This type of business is considerably more 
profitable than that deriving from commercial or domes- 
tic military demand. Curtiss-Wright, Lockheed and 
North American Aviation have been the principal bene- 
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ficiaries of British and French air rearmament in recent 
months but only last week substantial orders for Doug- 
las and Martin were announced. 

Though the leading aircraft companies are currently 
in a position to handle a much larger volume without 
major plant expenditures, it is quite possible that, given 
an increase in activity of the proportions mentioned 
above, operations ten or twelve months hence will be 
close to present capacity. This prospect may have con- 
siderable influence on dividend policies this year in 
that a substantial part of earnings may be retained to 
help finance the construction of additional plant and 
equipment. 

The transport companies, of course, are in no wise 
benefiting from the boom conditions that prevail in the 
manufacturing branch of the industry. One factor in 
particular, however, that deserves attention is the con- 
certed effort being made by several major air lines to 
obtain more equitable rates on air mail haulage. It is 
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expected that petitions to this end may receive generally 
favorable attention from the Civil Aeronautics Author- 


ity before the year is out. 


By and large, though, the transport situation contin- 
ues much the same as in recent years, 
predicated upon increasing 
long term downward trend in passenger rates. 
gains (passenger miles flown in 1938 were up 17 per cent 
the tendency toward a higher load factor, 
especially in the operation of increasingly larger planes, 


from 1937), 


safety 


with 
and comfort 


progress 
and 
As traffic 


It might be noted in this connection, however 


may be expected to bring lower costs per passenger-mile. 


, that thus 


far equipment competition among the leading companies 


has necessitated obsolescence charges which have 
far toward offsetting the economies effected. 

In the long run, the 
become the good dividend payers that the railroads once 
were. But meanwhile it seems likely that profit margins 
will remain slim and dividends the exception rather 
than the rule. 


gone 


air transport companies may well 





Position of Leading Aircraft and Aviation Stocks 




















In our opinion the better profit opportunities. 


Earned 

Company 198 tose 
American Airlines : ee do. 32 NF 
Boeing Airplane sateen 0.54a d0.06a 
Consolidated Aircraft... ... a a 0.74 NF : 
Curtiss-Wright. .. : d0.04 0.17€ 
“Douglas Aireraft............ 1.496 3.196 
‘Eastern Air Lines............ 0.47 : 0.70E 
Fairchild Aviation.......... es 0.378 0.76a 
‘Grumman Aircraft... . at 0.32 NF 
keving Air Chute. . ; i - ite 5 1.41 ‘ NF 
Lockheed ‘Alreratt. Ms see shies 0.21 0.65E 
Martin (Glenn L.).......... 1.29 NF 
North American Aviation. .. se 0.07— 0.30a 
resaaiines nites are “ 0.37 NF 
Beer CO oven 4.462.008 
Senne & West. / Airlines dts 1.50dE 
“United Aircraft . ; “ase 1a 
United Air Lines. balsaawcei 40.52 0.75dE 


Price Senee 


High 
22 


35% 
2644 


4 


80% 


1734 


105 


22% 
21 


37% 
3734 


20 
1954 
4934 


1054 


43% 


1 a 


Low 


8 
19 
101 

3% 
31 


13%, 


191% 


wn 


Recent 
Price 


30 





Divs: Market 
1938 _ Rating 
"4 None re 3 
“None A-2 
1.00 A-2 
“Nene 3 A-t 
3.00 A-2 
None A-3 
0.30 20 A-2 
0.75 A-2 
125 A-3 
"Nene = A-2 
None A-2 
0.40 20 A? 
1.00 7 Pr 
1.60 A-2 
_ ae 
rr 
A-3 





COMMENT 


Lower faves stimulating traffic, Should oot out of red this year 
but dividends not early prospect. 





to impede et earnings progress. 





Hea t charges 
Bony ee cniikely this year. 


: Relatively small backlog. Eemings and dividends i in in 1939 de 


E eel NF <iepiiie or estimate not available. 


Further ion provement indi 


some time. 


Moderate —- ne for 1939 but + no » dividends in ae. 


pendent on receipt of new government business. 





French orders adding to volume. Well-rounded activities should 
be stimulated by U. S. Go prog No i- 
vidend immir ent. 





Expected to share in foreign business. 
this year. 


Earnings should increase 





Most consistent earner of the transport companies, but equip- 
ment expenditures may preclude dividends. 








ted this year and larger 7 dividendzi in 





prospect. 


‘Higher earnings and | dividends | looked for. 


Unfilled orders at record levels. 
benefit. 


Eomings end dividends should 





“Backlog ov over three ond @ a . half times 1938 sales which ome up 
100% from 1937. Dividend likely this year. 





Increase in foreign business would help profit margins. ~ Divi- 
dends this year possible. 


2 Batish orders probably | exceed $20 000, 000 ~~ recent 


Improved showing likely in 193 





order. 








Transatlantic service, beginning this spring, likely money loser for 
Nea: term profit and dividend outlook clouded. 





and 





Larger government orders will 
foreign demand this year. Dividend i Es likely. 





Recently obtained higher air mail rates. Boeing suit uncertain 
factor. Dividends improbable in near future. 








Well diversified producer. New high earnings and dividend 
levels should be reached this year. 


(a) Nine months ended ina 30. (bp Nine 





















































sigue ended Aug.31. (d)—Deficit. 

Position of Important Stocks Unclassified as to Industry 

Earned =——i(‘éR rice Range Divs. - 
Per Share 1938 Recent Paid Market 
_ COMPANY _ ; 1937 1938 High ow Price 1938 Rating COMMENTS 
American Bank Note......... 1.07 Nil 23% 10 1 5 0.70 B-3 Loss registered: le first half of 1938 but second half pr tobably aulli- 
pow. ean fied it; dividends expected to remain low in immediate future. 
American Con... PaO nO eens nks 6.08 4.25E 1051/2 10%, 11 4.00 A-3 Regular $4.00 rate seems assured, with year-end extra dependent 
on coming results, 
American Chain & Cable..... 2.79 0.01(a) 23% 9% 20 0.70 C-2 Dividends should follow ings, with derately good trend 
piecaass expected, 

American Chicle............ 8.27 3.71(a) 125 881 117 5.50 B-2 1939 payments likely to exceed last year's by 10% to 20%. 
American Hide & Leather. ... 0.03(c) def, (c) 5% 2 5 None B-3 _ First half of fiscal year showed profit versus loss of year ago, but 
7 no common dividends in sight. 
American Safety Razor....... 2.47 1.14(b) 20% 12 15 1.70 B-3 Di: tinued last year; maintenance of 





end 
current aiidena rate will depend on improvement, 
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___COh 
American 
Altlas Ply 
Bristol M\ 
Bulova W 





Canada D D 


Colanese 





Chicago Y 
Cluett Pee 


Coca Cole 


Colgate-P. 
*Colt's Pe 
Commerci 
Commerci 


Container 





Continent 
Crown Cor 


Diamond | 





*Eastman 
Endicott J 
Gaal Cc 


General R 





Gillette Se 


Glidden. 





— 
Harbison. 
Harel-Atl 
Household 
Industrial F 


Libbey-O 





L . iquidCart 


N. Y, Ship 


Omnibus ¢ 





Owens-llli 
Procter & C 





Redio Core 
Reynolds h 


Simmons C 








Sterling Pre 


Sutherland 
United Dru 


United Fru 
Wrigley, W 


*—In 
f—Plus ste 
available. 
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ll 


Ss 


vi- 











Atlas s Plywood. eS 
Bristol Myers. | 


Bulova Watch 





Conada Dry... 


Celanese Com. 


Chicago Yellow Cab... 


Cluett Peabody 





Coca Cola ee faa 


Colgete-Palmolive-Peet 
*Colt's Patent Fire Arms... . 


Commercial Credit 


Commercial Investment Trost “i 


Contelner Corp. oe 7 





Continental Can. ues 


Crown Cork & Seal 


Diamond } Match. 
*Eastman Kodak 





Endicott Johnson ; 


General Cable 


General Refractories : 


COMPANY _ 


American Type Founders 


Gillette Safety Razor 


Glidden...... 


Greyhound Corp 


Harbison-Walker Ref... 


Hesel- Atlas Glass 


Household Finance 


Industrial Rayon 


Libbey-Owens-Ford 





L iquidCarbonic 


N.Y. Shipbuilding _ 


Omnibus Corp 


Owens-Illinois Glass 4 





Procter & Gamble 


Radio Corp... e 


Reynolds Metals 





Simmons Co. .. 





Sterling Products 


Sutherland Paper 


United Drug. . . 


United Fruit... 
U.S. Freight... 
Wrigley, Wm., Jr. 


*—In our opinion, the more attractive profit onperealioe. 
f—Plus stock extra. 


available. 


Earned 
Per Share 
1937‘ 1938 
1.04(h) 0.26(h) 
3.31(c) -0.95(c) 
3.21 3.25 
8.13(h) —_—-7.72(h) 
1.183) 1.1243) 
2.04 “0.2¢6 
“0.25 def. (b) 
~ 0.72 ~ 0.29(a) 
5.73 “£.95(b) 
def. ‘1.95 
5.81 NF 
7.09 3.71(b) 
6.36 4.75 
2.98 def. (b) 
3.06 2.206 
2.16 1.88(b) 
1.62 1.60E 
9.16 NF 
2.85(i) 1.21()) 
“Nil Nil 
3.20 0.06(b) 
1.50 0.47(b) 
2.623) def. (3) 
1.77 «1.80 
2.17 0.18(b) 
6.67 3.84(b) 
7.65 7.00 
0.34 “0.24 
4.19 0.17(b) 
9.364) 1.8063) 
det. 0.06(b) 
1.74 NE ‘ 
3.51 2.02 | 
4.07(c) 2.60(c) 
0.42 _0.25E 
1.21 0.32(b) 
2.88 z 1.35E 
5.28 5.1CE 
2.80 2.03 
0.97 def. 
4.07 3.54 
def. a def. 
4.37 2.796 


g—Fiscal year ending Oct. 31. 


Price Range 
1938 


High 
9% 


2554 
43 
39 


211% 
2654 
1234 
2554 
142%, 
17 
59% 
64 
17/4 
49 
43% 
30%, 
187 


45'4 


19% 
41%, 
11% 
281% 
22 
344%, 
11 
“195/ 
30% 
58/4 


214 
1639/3 


199% 
76% 
59 
9% 
17%, 
3514 
71 


32 


71¥%4 


_ 672 


125%, 
78 


Low 
3% 


_6Ya__ 


28 
15% 


“12% 
9 
8 
10% 


105% 


Th _ 


45 
23 


31% 
IV 


361% 
22% 


20% 
12114 


33 
5% 
151% 


6% 


16% 
461 
1 4% 
23%, 


121 
43/4 


7” 


40 


39% 


4%, 
10 


125% 
49 


_17%%— 


4% 


50 


5% 


61%, 


—First half 1938. 
—Fiscal year roma March 31. 


Divs. 
Recent Paid 
Price —- 1938 
6 None 
21 0.25 
45 2.40 
30 3.00 
18 0.25 
20 None 
9 1.00 
29 0.85 
128 4.50 
15 0.25 
Zz 4.00 
54 “— co 
55 4.00 
14 0.30 
39s 2.00 
33 0.50 
32 1.25(¢) 
174 6.50 
41 3.00 
15 None 
33 None 
7 0.70 
21 0.50 
18 1.10 
27 0.50 
102 5.00 
68 5.00 
26 0.25 
50 1.25 
16 4.35 
13 None 
18 1.30 
_ 65 1.50 
56 2.00 
7 __0.20 
12 0.15 
984.35 
72 3.80 
_ se 160 
514 None 
703.00 
__9 _None 
78 3.75 


Position of Important Stocks Unclassified as to Industry—Cont. 


Market 
Rating 


B-3 


A-2 _ 
B-2 
B-3 


B-3 
Cc-2 
A-3 
B-2 


B-2 


A-2 
B-2 


B-2 
A-3 


A-3 
A-3 


B-2 
A-2 
B-3 

A-3 
A-2 


B-3 


_B-2 


_ are 


A-3- 


B-2 

A-2 
Ae 
B-2 
c-2 
A-2 


A-2 
A-3 


B-3 


A-3 

B-2 
a 

A-3 


B-2 


B-2 


Ys 
B-3 


Pan COMMENTS 


Loss indicated for fiscal year ending this March. 
expected. 


Outlook for resumption of d dividends is considered encouraging. 
Dividends and earnings likely to continue steady and satisfactory. 


Profits for cucrent fiscal year running substantially lower, but 
should exceed dividends. © 


Coe quarter showed slight dmpnevenetts , further dividends 
likely 
Earnings have recovered from earlier dip end fourth quarter was 4 
good one. 


Fourth quarter may have wiped out nine wonthe loss par) parwener 
hope for continued dividends. 


Second half pickup raised 1938 earnings above previous vear. 
Dividends may be larger. * 


Year-end payment for 1939 should be cant ‘to or larger than 
last year’s. 


No dividend 
































_Regained earning power raises hope for modest regular dividends. 





1939 profits should permit another sizeable year-end extra. 
Sonnet for, regular dividend rate appears sound and may be 


Regular $1 .00 quarterly peyments os are owl beahed | by earnings 























Fourth quarter pais much above a year ago; dividends may 
be ‘caschmeni 


"Dividends ted to hold steady at present 50¢ quarterly I level. 


Good possibilities for dividend resumption seen in 1939 pros- 
pects, 
Third quarter showed gains and probably | fourth; dividends safe. safe. 


Individual slump affected earnings, but $1.50 quarterly dividends 



































Dividend rate questioned by lower earnings, although latter are 
ezpected to improve. 


Preferred accumulations bar common dette « earnings » should 
gain. 


ae pickup aids outlook. Dividends not an immediete likeli- 











Lower total dividends in prospect for 1939, wales ‘profit wend 
can be definitely reverse: 





gh dividend resumpti 





ith 





Earnings face better oak may 


be delayed. 








Regular payments should contines, with "possibility of larger 
year-end extra. 





Resumption of dividends will | hinge © on omndet in coming months, 
with pickup indicated. 


Third quarter earnings above a year enlleny © generous Perr 
should continue. i 

— profit may have approached 1937 level; dividend outlook 
goo : en 
cues in final half of 1938 18 holds o out hope of “dividends” at 
later date. 











Pickup in operstions and profits likely to continue and Yellow 
maintenance of dividends. 











Dividends may be augmented during 19 1939. 





Recent indications of more profitable business have - pet? yet 
brought probability of dividends. 


Gains in gross anticipated; 1939 year-end ‘dividend ‘should “be 
_ generous. 











_ Earnings should expand and dividends may exceed last?year's. 








Definite upturn in first half of current fiscal year strengthens con- 
fidence in dividend rate. 


_ Further dividends at irregular times and ¢ rates ar are expected. 








Comparisons with year-earlier quarters are inproving; dividends 
may be resumed later in year. 








_ 1939 earnings and dividends should be larger. 








Stable earning power and good coverage bolster 95 quarterly 
__dividend rate. 


Dividends 1 bly depend ble 
Despite good showing in recent months, dividends are some dis- 
tance in future. 


for current year. 




















B-2 


Regular $3.00 rate is dependable, with possibility of an extra. 











Bsa 
B-2 





b—First 9 mos. of 1938. 
i—Fiscal year ending Sept. 30. 


No dividends in prospect, although business has impro ved. 





1938 profits probably covered dividends, which “a 


maintained. 
E—Estimated. 
NF—Not 





c— Fiscal year ending June 30. 
j—Fiscal year ending Nov. 30. 
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As the Trader Sees Today’s Market 


The Typical Year— 


Forecasting by Two Indices 


BY FREDERICK K. 


- Magazine published an “Almanac of Seasonal 
Activity” in its December 31st issue which was evi- 
dently interesting to a large number of readers. Among 
the reactions which came to our attention there was one 
in particular worth investigating. It had to do with the 
method of averaging weekly stock market action in or- 
der to arrive at a typical year summing up the thirteen- 
year period from 1926 to the present. In the earlier 
article the result was as shown in the chart on this page 
—an average rise in the first two months of the year, 
followed by a decline to the latter part of June, a sum- 
mer rally, and then four months of falling prices. That 
is the straight mathematical average of weekly action 
over thirteen years. 

Actually, of course, those familiar with the market 
know better than to look for “typical” action at any pre- 
cise point; the most they can hope for is a broad standard 
of comparison against which to measure current trends. 
But a nearer approach to the facts can be made if the dis- 
tinction between bull and bear markets is drawn. There 
is more reason, in other words, to compare 1939 with 
1935 or 1927 than with 1931 or 1937. If bullish forces 
are now in effect, a matter which must be assumed at 
the current stage until proof to the contrary appears, then 
it is more pertinent to examine the response to 
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market year is a strong advance. Where the composite 
average for thirteen years edges forward in the firs! 
quarter it is not pushed upward by the years of net 
advance, as would be expected, it is aided by rallies in 
bear markets. 

The reason for early rallies in the bad years is not diff. 
cult to find, weighted as the average is by 1930 and 1937. 
Over any period of time, it is likely that technical con- 
siderations will favor even a bear market in the first fev 
months of the year as hope revives in contrast to previ 
ous year-end pessimism. A market does not follow it; 
main trend more than a good substantial majority of th 
time, and revival in a bear market is most logically to bi 
expected in the first and third quarters as it actually oc- 
curs in the averages. 

Why the typical bull market should lose ground in the 
first three months is not so clear. In the first few week: 
there is likely to be a carryover of enthusiasm, of course. 
helped by the rumors which get around of large fourth 
quarter and full-year earnings. The buying generated 
by this atmosphere runs into a supply of stocks and th 
reaction follows. 

Toward the end of March, however, the two differen! 
types of markets begin to run true to form. Inside a few 











































































































similar forces in previous years than to include 
the periods of slumping business and markets. AN AVERAGE MARKET 
The chart on the opposite page breaks down 90 
the 1926-1038 period into eight bull years and | | 
four bear years. Because of its many excep- 88 t fr 
tional qualities, 1929 is omitted entirely; other- \ 
wise the method is the same one of finding an 86 AW +7 led 
individual average for each of the fifty-two 
weeks—separately for the advancing and for the sa ; & 
declining markets. The division is made as fol- ii / 
lows: 1926 to 1928, inclusive, 1933 to 1936, inclu- © ow x 
sive, and 1938 are considered the bull years; 1930 wy V 
to 1932, inclusive, and 1937 are the bear years. © oil 
Unexpected Action MSTOCK INDEX” T\ 
x 78 = 
A remarkable phenomenon stands out. The 
typical year in an advancing market registers a os eo oe a ee cr ae Se ee | ee 
net decline in the first three months, while the sities ciaaiiibiaiainas litt tind aii ate 
typical action in the first quarter of the bear  \quuuaummsemes 
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AN AVERAGE MARKET IN UP YEARS & DOWN 


more definitely than the declines in the bull 
market. Bull market slumps are less numerous 
and less sizable than bear market rallies. 

Dividing the vears in the way already ex- 
plained and omitting 1929, another interesting 
fact turns up. Consecutive weeks of rally in the 
individual years of bear market run as high as 
6, 7, and 9. Sell-offs in bull markets, on the 
other hand, are almost invariably limited to 4 
consecutive weeks, and the only time this is 
exceeded is in early 1935, when the reaction con- 
tinued for 5 weeks without interruption. 

Any of the characteristic habits of the stock 
market may be completely violated on a given 
occasion, but acquaintance with the normal ex- 
pectancy can nevertheless be most useful. Prob- 
ably the most practical application is a negative 
one—warning the trader that something unusual 
is afoot and suggesting that a temporary position 
on the sidelines is warranted until the re-estab- 
lishment of some measure of conformity to the 
“normal” pattern is restored. 





FORECASTING BY TWO INDICES 


“experience has shown that a clue to the mar- 
ket’s nearby intermediate trend may often be 
gleaned from a comparison of the simultaneous 
behavior of our daily index of 40 industrials and 
our weekly Combined Average of 317 active 
common stocks, which appear on the same chart 
in each issue of THe MAGAzINE OF WALL STREET. 














weeks the bull market has regained all the losses since the 
first of the year, and the bear market has lost all its early 
gains. In several individual cases this has not been true. 
making it futile to attempt to identify a particular mar- 
ket by its trend through April and May, or even in the 
subsequent mid-summer rally, where both bull and bear 
markets express characteristic optimism toward autumn 
prospects. The real test of the market comes immedi- 
ately after Labor Day; even the sound markets have a 
tendency to become over-bought at this point. The 
stubbornness exhibited during a September decline is a 
good measure of internal strength and a clue to future 
action. 


Net Gains and Losses 


The net result of the year for the typical bull market 
is a gain of 2614 per cent, while the bear market loses 
421% per cent. This is not surprising when we consider 
that declines almost always move faster than advances, 
cover more ground in an equal length of time. Compen- 
sation for this tendency is provided by the habit bull 
markets have of lasting far longer than their corrections. 

The average bull market gains in 33 weeks, loses in 18, 
and holds unchanged in 1. The ratio is almost two of 
advance to each one of decline. The bear market falls 
in 29 weeks and rises in 22, with one even. The bear 
market, it seems, departs from its major trend more fre- 
quently than the bull market, and as can be seen on the 
chart it has a tendency to group its rallving weeks far 





When, on a double top, the weekly Index 
is weaker than the daily Index, a nearby decline 
of some proportions is indicated. 

When, on a double bottom, the daily Indez is stronger 
than the weekly Index, a nearby advance of some pro- 
portions is indicated. 

For examples of this, turn to the chart accompanying 
Mr. A. T. Miller’s regular market article, where it will 
be observed that market declines were forecasted by the 
comparative behavior of the daily and weekly graphs at 
double tops. For example compare the two indexes at 
the tops made in mid April and early May. The May 
top was further below the April top in the weekly index 
than it was in the daily index, forecasting the decline in 
late May. Similarly compare the late July-early August 
tops in the two indexes or those in October-November. 
Conversely advances were forecast at the double bottom 
of the late May-mid June, again in September and on 
the most recent occasion in December. 

These indications are not always present at the begin- 
ing of a market swing; but. when present, have not 
given a wrong forecast in the six years (1932-1938) dur- 
ing which they have been under observation. Of course 
anyone who is familiar with the vagaries of market fore- 
casting from purely technical indications must be pain- 
fully aware of their treachery at critical moments, and 
we do not guarantee that these indications will prove to 
be as dependable in the future as they have in the past. 
They do appear, however, to have sufficient historical 
support to warrant inclusion in one’s kit of forecasting 
aids. This Department hopes to present soon a fuller 
analysis of the 1938 record of comparative action. 





Reappraising 


The Farm Equipment Stocks 


Current Prices Over-discount Unfavorable Factors 


BY GEORGI 


—_ as a group, farm equipment stocks have been 
laggards in the market rise that began in late March, 
1938. Why was this true? Certainly it was not their 
customary procedure. In early June, 1932, Case rose 
from below 17 to above 62 in nine weeks and despite the 
fact that July wheat was selling at 45 cents. Again just 
before the bank holiday in 1933 International Harvester 
sold below 14. but had crossed 41 three months later. 
Of course farm commodities were soaring then, and it 
may be argued that in the early stages of a bull market 
practically all stocks go up, but why did they not give 
better account of themselves in the June-July rally of 
last year? Why have they consistently behaved worse 
than most of the market since? 

Farm implement manufacturers’ prospects rise or fall 
with farm prosperity or the lack of it which in turn is 
dependent upon farm net income. A number of compo- 
nents go to make up farm net income, the principal ones 
being: crop yields, crop prices, government subsidies, the 
state of general business, and the cost of production. 


Causes of 1938 Sluggishness 


During 1938 farm cash income declined $942,000,000 
or 11 per cent, according to U. S. Department of Agri- 
culture estimates. This not only curtailed purchases of 
new farm machinery but slowed up collections on equip- 
ment already sold. Although individual companies ex- 
perienced varying results the average 
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modity traders. Still looking at the picture strictly from 
the standpoint of a potential or actual owner of farm 
stocks, not the least of the depressing influences in 1938 
was the Federal Trade Commission’s investigation of 
the industry. 

Practically aH of the foregoing factors have been 
known for a long time and have lost some of their origi- 
nal force. Stock prices have largely discounted them. 
New factors take their place for the market always 
adjusts itself more towards the future than the past. 
Suppose we reappraise things with that in mind. 


1939 Outlook 


The Bureatu of Agricultural Economics estimates that 
farm income will be higher in 1939 than in 1938 but does 
not make a specific estimate. No one can view the im- 
mediate outlook for wheat and cotton prices, however, 
with anything approaching enthusiasm. Latest esti- 
mates place world wheat supplies for the year beginning 
July 1 last at over 5,000,000,000 bushels, the largest on 
record. World carry-over next July is expected to be 
1,200,000,000 bushels, double that of a vear ago. An 18 
per cent reduction below the acreage seeded for winter 
wheat in 1937 has been reported and a similar reduction 
for spring wheat would cut the United States crop per- 
haps 250,000,000 bushels, yet barring serious drought or 
war, a further addition to surplus supplies seems assured. 





decrease in sales for 1938 is estimated 
at 25-30 per cent. The depressed 
level of general business also exerted 
an adverse affect upon farm stock 
prices by cutting down consumption 


of farm products and thereby decreas- Company 

ing farmers’ incomes. A third factor Allis-Chalmers 

was a wave of price cutting in the in- 7" “* 
Deere & Co. 


dustry which had the early effect of 
narrowing profit margins. Large 
crops and large carry-overs acted to 
depress the prices of the two leading 
cash crops, wheat and cotton, and to 
dampen the enthusiasm of com- 


Inter. Harvester 
Minn. Moline 


UTNE. boc os ees oo eases 


se—9 months ended Sept. 30. 


Comparative Statistics of the Leading Farm Stocks 


Earned per Share Dividends Paid Price Range 


1937 1938 1938 1938-39 
3.83se 1.90se 1.50 3414-5554 
11.370c 8.890c 5.00 6214-10712 
4.250¢ 2.420¢ 1.35 1334-25144 
6.31e¢ + 33 «.«.... 1.60 48 -70 
cas 1.260¢ 0.120¢ None 4-8 
i None 1914-3242 


oc—year ended October 31, 
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Cotton crop esumates show about a 33 per cent decrease 

over 1937 but exports are running 42 per cent below last 
year and 11,000,000 bales in government loan hangs over 
the market. The world supply and demand situation 
remains unfavorable and a further increase to an already 
heavy carry-over is probable. Other crops such as live- 
stock, dairy and poultry products, fruits and vegetables 
should show a mild improvement in price and income to 
the farmer. Tobacco prospects are not much brighter 
than wheat and cotton. 

In the face of these things, it would be an easy matter 
to grow pessimistic over farmers’ incomes, but it could 
readily prove short-sighted. The greatest factor affect- 
ing yield is weather and no one can foretell what that 
will be. Farm income has becn highest when good prices 
coincided with large crops and that has usually happened 
during war times when foreign fields were thrown out of 
production. It is said that a war is never bullish but 
it does raise farm prices. Grain consumption, in particu- 
lar, steps up very rapidly. Although the outlook favors 
peace, any realist must consider a European war as a 
distinct possibility. 

One component of farm income indicates a definite in- 
crease and that is the amount of money paid by the 
government as bonuses for crop curtailment and_ soil 
erosion prevention. Government payments in 1938 
totaled $482.000.000 versus $367,000.000 the previous 
year. The rural vote in the November elections went 
heavily against the administration candidates, register- 
ing a protest against farm policies which were held re- 
sponsible for the low prices for farm products. With the 
presidential election drawing nearer great care will be 
taken to head off dissatisfaction and strenuous efforts to 
raise either farm prices or farm income or both are at 
least politically expedient. 

The state of general business has a marked influence 
upon the consumption of farm products. When business 
is falling off, unemployment increases and those still em- 
ployed curtail their buying. Conversely, with improv- 
ing business, demand for farm products increases. As 
compared with 1938 when many business indices were 
falling the present year has shown a rising trend. Most 
economists agree that 1939 results will show a 15-20 per 
cent increase over 1938. 

The Bureau of Agricultural Economics calculates that 
although 1938 farm income was 11 per cent lower than 
the previous year farm buying power was actually only 
6 per cent lower because of the lower prices paid by the 
farmer for living and production purposes. While it is 
true that the cost of production is lower, due to lower 
costs of power, labor, and materials, one of the important 
materials is farm implements. This is not the unfavor- 
able factor it seems for there are 6,800,000 farms in the 
country and only 336 tractors for every 1,000 farms. 
42 per cent of the farms range from 20 to 100 acres, many 
of them not large enough to warrant a $1,000 tractor. 
The introduction by Allis-Chalmers and Deere of trac- 
tors as low-priced at $495 opens up a virtually new field. 
Allis-Chalmers also has a combine priced at $345 for the 
small farmer, some $350 less than the former lowest- 
priced combine of International Harvester. 

As a general conclusion on 1939 farm income an esti- 
mate of a 5 per cent increase seems reasonable with the 
possibility that rising grain and other cash commodity 
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Courtesy International Harvester 


prices may make the figure too conservative. During the 
first half of the year carry-overs act to hold down prices 
but after July 1 growing weather and the state of busi- 
ness become the principal considerations. 


Unfavorable Factors 


Although the F TC investigation of the farm imple- 
ment manufacturers has ended, another probe by the 
TN EC or Monopoly Committee is slated to begin in 
late February or March. This may cause some tempo- 
rary selling of the farm stocks and result in some hold- 
ing off of new commitments but it should have a negli- 
gible effect on equipment makers’ profits. There has 
been no collusion in prices by the various companies, in 
fact, a healthy state of open competition exists. 

Farm implements are often paid for in regular in- 
stallments and slower times add to receivables. While 
the receivables of most companies are larger, reserves 
are set aside for bad debts and inventory adjustments 
and losses are usually small except after a succession of 
bad vears. Five out of the last six vears have been ex- 
ceplionally good vears for farm equipment manufactur- 
ers. 

Carry-overs of the principal cash crops are heavy and 
under the present policy of parity prices, loans are apt 
to continue. At the same time, large supplies have been 
largely discounted and lower prices are not in prospect 
unless heavy crops threaten to outstrip consumption and 
add to the burden. (Please turn to page 585) 
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Jhe Stockholders Gude 


Protective Committees 


New Proxy Rules 


Interpreting Annual Statements 


Shall | Deposit with a Protective Committee? 


In recent years many bond- and stockholders have 
been urged to deposit certain of their securities with a 
“protective committee.” The investor’s reaction to such 
an invitation is usually one of bewilderment. His only 
alternatives are to deposit his securities with the com- 
mittee or not deposit them and generally he is without 
knowledge as to which course would be to his best 
advantage. 

Most protective committees are born of financial dis- 
tress, although on occasion they have been formed to 
oppose a pending merger or some other contemplated 
move affecting the interests of security holders. Pro- 
tective committees are self-appointed and may have for 
their nucleus a group of large bond- or stockholders. 
Frequently a committee may be formed by an individual 
or group of individuals frankly in search of the fees 
and compensation for their services in representing the 
interests of security owners. Their ability and inten- 
tions may be none the less sincere, however. But the 
security owner has no way of telling this and must rely 
on his own judgment. For this reason committees are 
usually headed by well-known and influential individu- 
als. Naturally, security owners who accept the services 
of a committee must be expected to pay a fee represent- 
ing the expenses and compensation of the committee 
pro-rated among deposited securities. Some committees 
serve for their expenses alone. 

The purpose of a protective committee is to act solely 
in the interests of its particular group of security owners. 
attempting to obtain the best treatment possible for 
them under the provisions of a subsequent reorganiza- 
tion, in the case of a company in financial straits, or 
perhaps the best terms in the case of a merger or recapi- 
talization. In the case of a company having bonded 
indebtedness, preferred stock, common stock and out- 
standing habilities, separate committees may be formed 
to represent the interests of each one of these groups. 

When the investor deposits his securities with a com- 
mittee, he automatically accepts the terms of the deposit 
agreement, providing compensation, and stating the 
powers of the committee. Provision is usually made for 
the depositor to withdraw his securities if at any time 
he is dissatisfied with the progress of the committee, or 
for any other reason. Upon withdrawal, however, the 
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investor is assessed his share of the committee’s expenses 
to date. Deposited securities are placed with a desig- 
nated trustee, which is usually a bank or trust company. 
and a certificate of deposit is issued. Such certificates 
are listed on some exchange and may be bought and sold 
regularly. 

No hard and fast rule can be set down as to the wis- 
dom of depositing securities with a protective commit- 
tee. Each situation must be judged on its own merits. 
It should be noted, however, that usually “free” or 
undeposited securities command a market premium over 
deposited securities. Presumably, purchasers of the 
securities of a company in the process of reorganization 
desire to exercise their own judgment as to the advis- 
ability of depositing, and therefore prefer to buy the 
actual security rather than a certificate of deposit. For 
this and possibly other reasons, perhaps as a general 
rule it might be advisable to withhold deposits of securi- 
ties with a protective committee, until at least an 
actual plan of reorganization, merger, or recapitalization 
has been proffered. Then at least there would exist 
some tangible basis upon which to act. 


New Proxy Rules 


The Stock Exchange’s recent study of the proxy ques- 
tion, with particular reference to the voting of shares 
registered in the name of brokerage firms though bene- 
ficially owned by customers, throws new light on the 
extent to which absentee owners of the nation’s largest 
enterprises neglect their voting privilege. Data cover- 
ing 353 listed corporations indicates that at stockhold- 
ers’ meetings a year ago only 65 per cent of all stock 
entitled to vote was actually voted. Of these shares, 
about one-tenth were registered in the names of brokers. 
and amounted to approximately 57 per cent of total 
broker holdings for customers. Of stock held in the 
names of others, principally the owners themselves, 
nearly 66 per cent was voted. 

Though it has long been known that many _ stock- 
holders are remiss in the exercise of their ballot preroga- 
tive (the number would undoubtedly be found consid- 
erably higher in a more normal year than 1938), it is 
interesting to learn that the most remiss of all are those 
whose shares are registered in “street name.” It is not 
altogether surprising, however, since these are largely 


THE MAGAZINE OF WALL STREET 








margin 
concer! 
part in 
owners. 


are UNC 
broker 
by no 1 
But | 
a resul 
proxy 
attenti 
holders 
in brol 
desires 
measur 
proxies 
proxy 1 
ers MU: 
for stor 
The 
directic 
matter 
whole — 
Sap€ 
proxy 
ers, MU 
the ide 
voted ¢ 
revoke 
penses 
candids 
is to be 
disclose 
year by 
holder 
vote sh 
Thes 
There 
has suf 
effect ¢ 
solicita: 
can occ 
general 
corpora 
Such: 
toward 
agers a 
he acer 


Tho 
ening | 
reports 
stockhe 
prospec 
many 
examin 

Since 
an inve 
tion in 
to hance 
ally lo 
study 


FEBRU, 





ld 


is- 


4S 
"eS 
1e- 
he 
st 
Y- 
d- 
ck 
2S, 





= 


eR RINSE HI 





margin buyers whose transiency of interest in any given 
concern militates against their taking even such active 
part in corporate affairs as is possible under absentee 
ownership. It is possible also that many such owners 
are under the impression that a debit balance with their 
broker robs them of their franchise which, of course, is 
by no means the case. 

But whatever the explanation, the Stock Exchange, as 
a result of its study in the matter, has adopted new 
proxy rules extending previous attempts to focus the 
attention of beneficial owners on forthcoming stock- 
holders’ meetings, and to make the voting of shares held 
in brokers’ names truly representative of the owners’ 
desires and interests. Principal provisions of the new 
measures are to the effect that brokers may not give 
proxies for stock without consulting the owners, all 
proxy material must be forwarded to owners, and brok- 
ers must forward all voting instructions to other brokers 
for stock held in their name. 

The new rules are unquestionably a step in the right 
direction but it might as well be recognized that the 
matter of broker voting is only a minor phase of the 
whole proxy question. Much more important are the 
SE C rules adopted last August, which specify that 
proxy solicitations, whether by management or outsid- 
ers, must be accompanied by information setting forth 
the identity of the solicitor, the nature of matters to be 
voted on at the meeting, power of the security holder to 
revoke his proxy, rights of dissenting stockholders, ex- 
penses of solicitation, and the shareholdings of any 
candidate for corporate office in whose favor the proxy 
isto be used. Another provision makes it mandatory to 
disclose the total remuneration received the previous 
year by any top official up for re-election. The stock- 
holder must be given opportunity to indicate how his 
vote shall be cast on each matter under consideration. 

These provisions, by and large, are all to the good. 
There may be a few instances, where management 
has sufficient control to muster a quorum, in which the 
effect of the new requirements will be to restrain the 
solicitation of proxies. It is doubtful, however, that this 
can occur in any substantial number of cases. A more 
general result is likely to be a wider participation in 
corporate affairs by the rank and file of stockholders. 
Such a development would contribute importantly 
toward a better understanding between corporate man- 
agers and those to whom they must, in the last analysis, 
be accountable for their stewardship. 


How to Read Your Annual Report 


Though the year-to-year trend toward more enlight- 
ening textual matter in the general run of corporate 
reports is contributing importantly to the wide awake 
stockholder’s understanding of his company’s affairs and 
prospects, there will probably always remain a great 
many pertinent questions requiring fairly careful 
examination of the figures themselves. 

Since the depression of 1937-38 was to a large extent 
an inventory affair, this item is attracting much atten- 
tion in the 1938 crop of annual statements now coming 
tohand. As was to be expected, inventories are gener- 
ally lower; the National City Bank’s regular annual 
study of 100 leading corporations reveals an average 
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decline of 10 per cent from a year ago. In judging his 
particular company’s inventory position, however, the 
shareholder would do well to take into account recent 
sales volume together with the prospects for cyclical] 
gain which, of course, will vary considerably from one 
situation to another. If we can assume that before very 
long the current irregular recovery phase in general busi- 
ness activity will be superseded by a more pronounced 
and steady uptrend, a feasible procedure might be to 
select as a possible criterion the sales-inventory ratio 
prevailing in some previous period of recovery and cost- 
price equilibrium such as at the end of 1935. 

The experienced investor will realize, however, that 
the current interest in inventories is probably being 
overdone and, at best, is in the nature of hindsight 
reckoning. For example, subsequent to the depression 
of 1920-21 and the recession of 1923-24, in which over- 
sized inventories also figured prominently, business man- 
agers generally were so concerned with avoiding undue 
inventory commitments that many fell easy prey to the 
orgy of imprudent plant expansion and top-heavy financ- 
ing of the late twenties. 

The usual balance sheet ratios—cash and receivables 
to current liabilities (a more exacting test of liquidity 
than the current ratio), sales to trade receivables (show- 
ing the trend of collections), and net worth to debt (a 
test of balance in capital structure)—are really useful 
only in comparison with prior years and with other 
companies in the industry. It is well to remember, too, 
that a company’s financial position on the last day of 
the year frequently bears little resemblance to that, 
say, at the height of its selling season, and that year- 
end “window dressing” is by no means uncommon. 

Other noteworthy balance sheet items, to mention 
but a few, are: (1) treasury stock—is it included among 
investments or deducted from outstanding share total 
as it properly should be? (2) investments—are they 
valued at lower of cost or market? (3) deferred charges 
—do they include heavy organization expenses detract- 
ing from earnings prospects? (4) intangibles such as 
goodwill, etc——reasonably valued or unduly inflated? 

As to the income statement, the operating ratio—total 
costs and expenses to net sales—and depreciation or 
depletion charges in relation to fixed property account 
(especially important in the extraction industries) may 
be profitably compared with prior years’ figures and 
those of other concerns in the field. Variations in the 
operating ratio over an extended period provide a clue 
not only to the long-term trend of operating efficiency, 
but also to the degree of operating leverage inherent to 
the company. A handy index of capital leverage may 
be derived by dividing interest charges and _ preferred 
dividend requirements by net available for interest and 
dividends; as earnings approach and pass the break-even 
point on the common, a declining ratio will indicate a 
progressively-lower leverage factor for the equity shares. 

But a word of warning is appropriate in connection 
with the whole question of statement analysis. This 
is that while a thorough examination of balance sheet 
and operating figures is necessary to the formation of 
any worthwhile opinion as to a company’s position and 
prospects, these figures at best tell only part of the story 
and the outlook in any given instance may be a good 
deal better or worse than they alone would suggest. 
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Victor Chemieal 


A Low-Priced Issue in a High-Priced Group— 


and Earnings Last Year That Topped 1937 


BY HUGH SUMMERS 


R., your eve down almost any list of chemical com- 
panies and try to spot one whose 1938 earnings. esti- 
mated or actual, exceeded those of the previous year. 
Dow Chemical came close; so did Westvaco Chlorine. 
But “close ‘uns don’t count” and unless vour list, unlike 
most. happens to include a certain unobtrusive little 
phosphates producer your search will be in vain. Of 
course the gain was not large—probably only a few cents 
over the $1.01 per share reported for 1937—but that 
there was any improvement at all is significant, and 
thereby hangs a tale. 

A comparative newcomer to the Big Board, Victor 
Chemical is no industrial upstart. Organized over three 
and a half decades ago to make mono-calecium phosphate 
for the prepared flour and baking powder trades, the 
company has since expanded and diversified its output 
until today it supplies a substantial proportion of the 
many high-grade phosphate derivatives used in the 
manufacture or processing of food and dairy products, 
pharmaceutical goods and textiles. These are Victor's 
principal outlets though a few of its products go to the 
heavier, more dynamic indus- 
tries—a pyrophosphate, for ex- 
ample. which has proved an 
effective catalyst in the oil re- 
fining industry’s polymerization 
ferrophosphorus, used 
by the steel makers to regulate 
the phosphorus content of sheet 
products; and a by-product slag, 
“Tuff - Lite,” developed as a 
lightweight aggregate for 
crete construction. 

For the most part, though, 
the company’s customers are the 
most stable sort of consumers’ 
goods producers and it is this 
fact, of course, that is largely re- 
sponsible for Victor’s own un- 
broken record of earnings and 
dividends through the two se- 
vere depressions of the past ten 
vears. However, while stability 
of consumer demand accounts 
for the company’s high degree 
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Brown Bros. Photo ‘ 
Surface mining native phosphate rock, which is Victor's chief raw material. 
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of depression immunity, it does not cast much light on 
its thirty-six year record of growth and development. 
Rather, the principal factor in this connection is the sany 
which applies to any progressively managed and _ grow- 
ing enterprise, to wit. constant research. through good 
times and bad. directed toward the development of new 
products and the discovery of new uses for existing prod- 
ucts. Only last vear, to state a case in point, the com-f 
pany, together with Monsanto and Westvaco., esunel 
in the introduction of tetrasodium pyrophosphate as a 
washing powder and soap builder, a major commercial] 
innovation opening a broad new field of consumption in 
the soap industry. Another product of equally interest-| 
ing possibilities is *V-90,” Victor's new type leavening 
agent—a slow-acting mono-calcium phosphate which | 
expected to find extensive use in the preparation of flour 
and baking powders. But here we are getting a_ Dit 
ahead of our story. 

Victor's growth during the early vears of its corporate| 
life was gradual. Though several new products were in-| 
troduced from 1907 to 1922, and the war brought a es: 

| 
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rise in sales, it was not until the middle 
‘twenties that some of the most important 
items in the company’s present line began 
to emerge from the laboratory. The earlier 
period was not without significance, how- 
ever, for in 1920 the management laid the 
foundations for future expansion with the 
construction of a new plant at West Nash- 
ville, Tennessee, supplementing the origi- 
nal works at Chicago Heights, Illinois, and 
establishing a strategic site of operations 
near large deposits of phosphate rock and 
limestone. | 
From 1925 on, the record has been largely | 
one of new product development. Only a | 
single year, 1932, failed to witness the | 
| 

| 
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addition of one or more important items, in- 
cluding, to name but a few, sodium pyro- 
phosphate for tinplating and textile bleach- 
ing, triple superphosphate for fertilizers, 
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sodium metaphosphate, a water softener 








and cleanser that prevents scaling of boil- 

ers, organic phosphorus compounds used in the manu- 
facture of plasticizers, phosphorated oils for leather fin- 
ishing, elemental phosphorus and phosphoric acids of 
uses too numerous to list. 

But new products are only part of the story. Plant 
extensions and process improvements have also figured 
prominently in the company’s activities. In 1928 Victor 
abandoned its outmoded sulphuric acid process for ob- 
taining phosphoric acid from native phosphate rock, 
erected a fuel-fired blast furnace at West Nashville and 
began production by means of the pyrolytic process 
which had been developed following the post-war dis- 
covery in Government laboratories that phosphorus 
could be volatilized from phosphate rock and simultane- 
ously oxidized to phosphoric acid. Shortly after this step 
had been taken, the company, seeking to protect itself 
with respect to important raw materials, obtained over 
2,200 acres of Tennessee phosphate land, as well as min- 
cral rights to some additional acreage, through the pur- 
chase of Globe Phosphate Company. As it has been 
found advantageous thus far to buy all phosphate re- 
quirements from outside sources, these properties have 
not been worked and are held in reserve against any 
contingency, such as a period of drastic inflation, that 
might dictate a change of present policy. 

In 1935 a limestone deposit was acquired near West 
Nashville. The company erected a kiln and, in order to 
secure greater purity, has since produced a large part 
of the lime used in its products. 

The most recent move in Victor’s long range program 
of plant expansion and modernization was the construc- 
tion in 1938 of a $1,000,000 electric furnace near Mt. 
Pleasant, Tennessee. A twenty-year T V A contract in- 
sures an adequate supply of power on what are probably 
highly satisfactory terms. At any rate, operating costs 
of the electric furnace are understood to compare favor- 
ably with those of the fuel-fired unit, and installation of 
two additional furnaces of the newer type is planned for 
the near future. Construction of the first electric unit 
was financed through the issue late in 1937 of 75,000 addi- 
tional shares of common stock, increasing equity capitali- 
zation to 696,000 shares against an authorized total of 
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750.000, but no further public financing will be required 
for the two new furnaces. There is no funded debt or 
preferred stock outstanding. 

Such, in brief, is the story of one company’s growth 
and development since the turn of the century. By and 
large, the record is one to suggest continued progress 
and steady, if moderate, earnings and dividends gains 
over the longer term future. But lest it be thought that 
Victor now finds itself in the anomalous position of a 
gomg enterprise with no important problems or uncer- 
tainties to face, it might be well to mention a few. 


Competition an Important Factor 


These can be pretty well summed up under the head 
of competition. Probably the most important develop- 
ment of recent years in this connection was the advent 
of Monsanto Chemical as a large scale producer of phos- 
phate derivatives through its acquisition in 1935 of the 
former Swann companies which had long been noted for 
their technical progressiveness in the field. The impor- 
tance of this powerful rival is best illustrated by the fact 
that while Victor was erecting its first electric furnace 
a vear ago. Monsanto built three, the operation of which 
in 1938 brought phosphorus to the market for the first 
time in tank car quantities. A direct result was the 
33 per cent cut in the price of phosphorus pentonide 
which, though of minor importance in Victor's opera- 
tions, is indicative of what may develop in other lines. 
A moderate reduction in phosphoric acid quotations may 
have been as much due to normal cyclical influences as 
to the increase in supply, but in the leng run the latter 
factor is bound to have its effect. Of somewhat lesser 
importance, probably, is the tendency among the larger 
fertilizer companies to obtain diversification by branch- 
ing into high-grade phosphates. 

Taking a long view, however, none of these develop- 
ments should constitute serious obstacles to a forward 
looking concern. It has been amply demonstrated that. 
thanks to new uses constantly being uncovered in the 
industry's laboratories, demand for chemicals tends t« 
expand in increasing ratio (Please turn to page 587 


565 











Silver Outlook Dubious 


There has been persistent selling 
of the silver stocks, particularly 
U. S. Smelting and Sunshine. The 
government’s silver - buying policy 
has been under sufficient attack to 
“ast some doubt over the duration 
of the present Treasury price for 
even domestic-mined silver. From 
April, 1935, to January, 1938, domes- 
tic producers received 77.57 cents 
an ounce. From January 1, 1938, 
the price has been cut to 64.64 cents 
against an open market price of 
42.75 cents per ounce. 


Crossing Up the Experts 


Some aviation authorities recently 
stated that the fastest European 


engines are those using in-line cylin- 
ders to cut down wind resistance 
and so increase speed. A few days 
later a radial-motored army plane 
broke the world’s speed record in a 
power dive. The experts were some- 
what mollified when a Lockheed 
plane powered by an Allison (in- 
line cylinders) motor broke the 
transcontinental speed record. 


Smaller Inventories 


The annual reports of corpora- 
tions which have so far been pub- 
lished reveal a much sounder inven- 
tory situation than was the case a 
year ago. According to R F C statis- 
ticians, quarterly inventories reached 
their peak September 30, 1937, and 
have since shown steady contrac- 





Unbroken Dividends Since 1929 


Stocks that have paid regular dividends straight through the depression are largely in the 
food, tobacco, gold, or banking groups. Here is a representative list, selected from over a 
hundred common stocks that have paid a dividend every year since 1929: 


Maximum Minimum 


Maximum Minimum 








Stock Dividend Dividend Stock Dividend Dividend 
American Can. $6.00 $4.00 Inter. Business Mach....... $7.50 $6.00 
American Snuff... . 3.50 3.25 International Petrol reese 2.50 1.03 
American Tel. & Tel... 9.00 9.00 Liggett & Myers.......... 7.00 5.00 
Atlantic Refining. 2.00 1.00 Lily-Tulip Cup..... ake 1.75 1.421% 
Borden..... ‘ 3.00 1.40 Melntyre Porcupine....... 2.00 1.00 
Brown Shoe....... 3.00 2.00 Mead Johnson............ 7.00 3.00 
Central Hanover Bank & Tr. 7.00 4.00 National Steel............ 3.50 0.6214 
Columbia Carbon. . 6.50 2.00 Pacific Lighting........... 3.50 2.55 
Cream of Wheat. 2.50 2.00 ee Ra arr 3.00 1.50 
du Pont de Nemours. . 6.25 2.75 Texas Gulf Sulphur........ 4.00 1.25 
Eastman Kodak........ : 8.00 3.00 Se a 4.25 2.00 
Electric Storage Battery. . 5.00 2.00 Union Carbide............ 3.20 1.05 
Hazel Atlas Glass......... 7.64 3.00 fe, 4.40 2.40 
Ingersoll-Rand......... 6.00 1.50 NADY 55 ois is acensas Sees 4.25 3.00 
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For Profit and Income 


tion. Although most of the tobacco 
and farm equipment companies re- 
port slightly larger year-end inven- 
tories than in 1937, the average 
decline for all corporations runs 
around 12%. There are conse- 
quently no large stocks to be worked 
off and a moderate upturn in busi- 
ness would impart a firm tone to 
prices. 


Ruling on the Movies 


The ruling of the Supreme Court 
enjoining motion picture distribu- 
tors from entering into film-licensing 
agreements which tend to freeze out 
independent exhibitors through ad- 
mission price and display restric- 
tions seems to spell the end of block 
booking. This is not necessarily an 
adverse decision for all movie stocks. 
Competition will be keener and 
there will be less incentive to turn 
out pictures in volume that merely 
“get by.” The company able to 
produce top flight pictures can earn 
as much or more than ever. Para- 
mount and Loew’s appear the more 
promising. 


Two Sluggish Curb Stocks 


Carrier Corporation has been a 
poor performer marketwise during 
recent months, reflecting the sharply 
reduced demand for air-conditioning 
equipment and higher manufactur- 
ing costs. The company has made 
an effort to diversify its products in 
order to even up seasonal peaks but 
nevertheless a loss of $407,658 was 
reported for the seven months to 
July 31 last. 

The reason for Technicolor’s list- 
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readily apparent. 
There were 10 feature releases 
during 1938 versus six in 1937 
and 21 are planned for 1939. A new 
plant completed in February will in- 
crease capacity from 75 million feet 
annually to 130 million. Output for 
1939 is estimated at 100 million feet 
versus 65 million in 1938. Nineteen 
thirty-eight earnings are estimated 
at $1.15 a share as compared with 
58 cents the previous year. The 
stock should give a better account 
of itself in the near future. 


lessness is not 


Tobacco Reports 


Earnings reports of the leading 
tobacco companies show, for the 
most part, quite similar trends. 
Since 1932 there has been steady 
expansion of inventories and a cor- 
responding decrease in cash, though 
the cash position of all the major 
companies is still exceptionally 
strong. Gross sales and net for 
1938 are slightly lower than in 1937 
with the exception of Lorillard. The 
latter company doubled its 1937 
earnings which had been below nor- 
mal due to flood losses and high ad- 
vertising costs in connection with 
an extensive contest to stimulate 
sales. Philip Morris gained in sales 
over 1937 and in relation to other 
companies but net earnings may fall 
a bit short of those of 1937. 

Market action of the individual 
stocks, however, has been quite 
varied. Since their annual reports 
were published Liggett & Myers and 
Lorillard made new highs for the 
year. Reynolds made a new low. 
Philip Morris and American Tobac- 
co have not yet reported full year 
earnings, but have hovered close to 
their 1939 high. 


All Ears 


The Pratt & Whitney division of 
United Aircraft will receive engine 
orders totaling about $9,000,000 
from the recent purchases of air- 
planes by France. * * * Automobile 
field stocks rose from a low of 142,- 
472 in September to 327,000 at the 
year-end. Companies are changing 
schedules for the spring pick-up and 
there is talk of advancing dates for 
new models forward perhaps sixty 
days to September to take advan- 
tage of the World’s Fair, the San 
Francisco Fair, and fall driving 
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Developments in Companies Recently Discussed 


Marshall Field & Company has reorgan- 
ized and discontinued certain lines in the 
manufacturing division that have not 
shown profits in recent years. Small 
mills in China, the Philippine Islands, and 
Puerto Rico have been disposed of but 
the company still has 12 mills, 11 of 
which are in Virginia and North Caro- 
lina. During the year large reductions 
in administrative overhead and selling 
expense were accomplished. Inventories 
were kept low and the drastic losses ex- 
perienced in 1937 due to price declines 
in cotton, wool and silk were avoided. 
The manufacturing inventory was $7,- 
000,000 lower at the close of the year 
or 70%, mostly in the lines eliminated 
and which accounted for about $10,000,- 
000 in annual sales. The result of these 
economies and eliminations shows in the 
per share earnings of $1.04 for 1938 as 
compared with a deficit of $2.09 per 
share in 1937. 


Columbia Carbon is estimated to have 
earned about $5 per share in 1938 as 
against $8.31 in 1937. Sales volume in 
all lines showed marked improvement 
in January over the same month a year 
ago although carbon black prices con- 
tinued at a lower level. Export demand 
for carbon black has been increasing in 
recent months. 


American Can sold $10,000,000 234% 
10-year debentures to the First National 
Bank of New York to attain working 
capital made necessary by expansion in 
business. Net earnings for 1938 were 
$4.35 on the common stock versus $6.08 
a year ago. Lower packers’ can sales 


were responsible for most of the decline. 
During the year the company paid off 
$9,000,000 in bank loans. 


Goodyear Tire & Rubber reports net 
earnings for the year ended December 
31, 1938, of $1.34 per common share as 
against $1.95 in a like period last year, 
A drop of 48% in 1938 of automobile 
and truck production resulted in sub- 
normal demand, particularly in the first 
half of the year, for two of the com- 
pany's principal products — original 
equipment tires and mechanical rubber 
goods. Lower volume and resultant 
higher costs accounted for the lower 
1et, according to the president. Activity 
in both automobile and truck fields was 
at a much more favorable rate in the 
last quarter and is continuing into the 
new year. The company plans to con- 
struct additional factories in Brazil and 
Sweden. 


Niles-Bement-Pond has acquired 120 
acres in West Hartford, Conn., and plans 
to begin immediate construction of a 
new plant which will be ready for occu- 
pancy in the fall. Construction will be 
financed by bank loans and no new 
securities are contemplated. Recent im- 
proved designs have necessitated pro- 
duction of much heavier machines 
weighing as high as 80,000 pounds as 
compared with 12,000 pounds ten years 
ago and the company has felt the need 
of larger and more modern plant facili- 
ties. The president states that January 
orders showed a substantial increase 
over recent months and that prospects 
for the remainder of the year are good. 





weather. * * * Appointment of All- 
dredge of Alabama to the I C C is a 
step in the direction of eliminating 
the freight rate differential existing 


between southern railroads and 
northern and northwestern roads 
On manufactured and_ industrial 


products it amounts to about 18% 
higher. Roads serving the South 
would have their revenues decreased 
if the differential was removed but 
Southern business would be aided. 
* * * The New York Rapid Transit 
Corp.’s streamlined aluminum sub- 
way car has rubber springs and is 
rubber-cradled. If the cars are 
popular B. F. Goodrich, makers of 
the rubber equipment, will benefit. 
* * * Department store executives 
look for favorable retail trade com- 
parisons in the weeks ahead. Sales 


are about 1% below a year ago and 
are best along the Atlantic seaboard. 
Chain showed steady im- 
provement during the latter part of 
1938 and better volume on the more 
profitable high-priced, luxury, and 
semi-luxury lines. * * * A surpris- 
ingly good fourth quarter encour- 
aged the office equipment industry. 
1939 sales are expected to show a 
10-20% increase and earnings may 
approach 1937 results which was the 
second biggest year in the history 
of the industry. * * * Soap stocks 
such as Procter & Gamble and Col- 
gate Palmolive have been acting 
well recently. * * * Standard of 
California recently took out a license 
to use the Houdry process of oil re- 
fining. * * * Unfilled orders of Amer- 
ican Woolen were up 61% for 1938. 


stores 
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Six Stocks 


Whose Prospects Indicate Broad Gains 


Selected by THE MAGAZINE OF WALL STREET STAFF 


Anaconda Wire & Cable 








| The nature of recent events 
| bearing both directly and in- 
directly upon the public util- 
ity industry has inspired the 
belief that the industry has 
experienced the worst days of 
punitive political attacks, 
subsidized competition and 
discriminatory taxation. If 
such proves to be the case, it 
is a reasonably safe assump- 
tion that the public utility 
companies will enlarge appre- 
ciably their expenditures for generating and transmis- 
sion facilities to a point sufficient to provide an adequate 
margin of excess capacity over present power require- 
ments. In the natural course of events, larger capital 
outlays by the public utility industry will inevitably 
redound to the benefit of Anaconda Wire & Cable. 
Activities of Anaconda Wire & Cable embrace the 
manufacture of a wide variety of wire and cable prod- 
ucts, for which the utility industry obviously is the 
largest outlet. Other important consumers include such 
industries as automobile and construction. Not with- 
standing the fact that public utility purchasing has been- 
sub-normal for some years, and demand for producers’ 
goods, as a whole, has yet to stage any worth while and 
sustained recovery, the company’s record in the face of 
these conditions has been better than might be expected, 
off hand. In the years 1931, ’82 and ’33, losses, after 
necessary inventory adjustments, were less than $3,000,- 
000. Of recent years, 1936 was the most profitable. In 
that vear, sales totaled $33,410,302, and net income, 
after surtax and undistributed profits, totalled $2,289,- 
471. With 421,981 shares of stock representing the entire 
capitalization, only a comparatively small gain in sales 
and income is necessary to produce a sizable upturn in 
per-share earnings. In 1936, for example, sales increased 
42 per cent, but net income was up 123 per cent and 
per-share earnings totaled $5.43, as compared with $2.44 
in 1935. Earnings maintained their upward trend in 
the first six months of 1937 but, reflecting the steady 
deterioration in the general business prospect in the 
final six months, and the deduction of $200,000 for inven- 
tory adjustments, net in 1937 totaled $1,985,242, equiva- 
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lent to $4.70 a share for the capital stock. The com- 
pany’s report covering the full 1938 vear has not been 
issued as yet, but in all probability operations resulted 
in a loss of about $300,000. Operations last year, how- 
ever, were quick to respond to the general upturn in 
business which began in the third quarter and in that 
period the company was able to show a profit of $97,057. 
Fourth quarter operations in all probalility produced a 


profit, but it is doubtful that it was sufficient to entirely | 


wipe out the loss of $482,133 in the first six months. 


In prosperous years, dividends to stockholders have | 


been liberal, payments totaling $4.50 a share in 1936 
and $4.75 a share in 1937. Financial position was fairly 
comfortable at last reports. About two-thirds of the 
company’s outstanding shares are owned by Anaconda 
Copper Mining with the result that the market is rather 
“thin” and fluctuations wide. In relation, however, to 
the company’s demonstrated earning power under rea- 
sonably favorable conditions and the favorable implica- 
tions to be drawn from recent events. current quotations 
around 50 would appear to represent good speculative 
value. 


Libbey-Owens-Ford Glass 
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——1998— Glass, these two companies 

together accounting for about 

85 per cent of the safety 
glass, 93 per cent of the plate and 70 per cent of the 
window glass used in the United States. Recently, the 
business of Libbey-Owens-Ford has been about evenly 
divided between automobile safety glass and the window 
and plate glass division. 

Prior to 1938, the company’s earnings had recorded 
vigorous gains, net of $10,518,918 in 1937 having been 
the best showing in the company’s history. The latter 
figure, applied to the 2,508,380 shares of capital stock 
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which comprise the company’s sole capital obligation, 
were equivalent to $4.19 a share, comparing with $4.14 
and $3.26 per share in 1936 and 1935. Last year, how- 
ever, with a sharp decline in automobile sales and pro- 
duction superimposed upon a slump in building activity, 
operations in the first six months resulted in a loss of 
$421,880, in marked contrast with net income of $5,631,- 
469 in the corresponding months of 1937. The third 
quarter, however, brought about a decided reversal in 
the trend of sales and earnings, enabling the company to 
show a profit of $850,586, thereby entirely eliminating 
previous losses in favor of net income for the first nine 
months of $428,705, or the equivalent of 17 cents a share 
on the capital stock. Improvement was sustained in the 
fourth quarter and for the full year it has been estimated 
that net was equal to about $3,500,000, or slightly in 
excess of the $1.25 distributed to stockholders last year. 
Currently the company’s prospects are favored by in- 
ereases ranging from 5 to 25 per cent in the amount of 
glass used in 1939 model automobiles, the promise of 
larger automobile production and sales volume, and the 
exceptionally promising outlook for sustained residential 
and industrial consumption. The company is conduct- 
ing a campaign to popularize its newly-developed double 
window pane as an insulating feature in home construc- 
tion, and conceivably this may make important con- 
tributions to current earnings. 

Quoted around 40, which compares with the 1938 
price range of 68%, and 23'4, the shares of Libbey- 
Owens-Ford Glass are generously valued in relation to 
recent earnings. Yet the promise of substantial im- 
provement in the current year appears to be sufficiently 
well founded to lend considerable speculative induce- 
ment to the issue for medium-term commitments. 


Detroit Edison 





Paying dividends of $6 an- 
DETROIT EDISON nually, and recently quoted 

11! Ut! t ialeigi around 120, the common 
shares of Detroit Edison are 
obtainable to vield a return 
of 5 per cent annually. In 
view of the company’s excel- 
lent record of earning power 
in the past, its established 
position and sound financial 
structure, the shares may be 
endorsed as a sound vehicle 
for income and possible me- 
dium term price appreciation. 

Detroit Edison Co. serves the entire Detroit indus- 
trial area as well as an extensive agricultural section in 
the vicinity of Detroit with electric light and power. 
Although other utility services are rendered, electric 
revenues contribute about 95 per cent of the company’s 
gross income. While some 70 per cent of the company’s 
output is delivered to industrial, commercial and whole- 
sale users, revenues are about equally divided between 
industrial, commercial and residential sales. It has long 
been the policy of Detroit Edison to allot substantial 
sums for the purpose of maintaining a high degree of 
efficiency in its plants, a policy which has found ade- 
quate reflection in sustained earnings. Over the past 
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eight years, earnings have averaged about $6.66 per 
share on the common stock annually. In view of the 
company’s substantial dependence upon industrial con- 
sumption, this earnings record may be regarded as excel- 
lent. Capitalization is moderate and well balanced. 
Funded debt at the end of 1938 totaled $141,820,000, or 
about 50 per cent of the depreciated value of the com- 
pany’s plants and properties. 

Last year gross revenues declined about $4,300,000 
and net income of $7,833,306, compared with $9,950,937 
in 1937. Applied to the 1,272,260 shares of capital stock, 
1938 earnings were equal to $6.16 per share, comparing 
with $7.82 a share in 1937. Current assets at the end of 
1938 totaled $19,620,620, while current liabilities were 
$10,153,368. Recently President Dow stated that he 
was optimistic with respect to the company’s current 
outlook and assured stockholders that there was scant 
reason for doubting the security of the present $6 divi- 
dend. In 1936 the Michigan Public Utilities Commis- 
sion ruled that the company’s maximum rate of return 
will be limited to 54% per cent of property valuation of 
$277,000,000. To this extent, possible expansion in 
future earnings is limited. Nevertheless, the shares are 
well suited for purposes requiring the more conservative 
tvpe of common stock for investment. 


Armstrong Cork Co. 





Activities of Armstrong 
Cork Co. include the manu- 
facture and sale of linoleum, 
| felt base floor coverings, vari- 
ous types of insulating and 

building materials, cork stop- 
Tf pers, metal caps and closures 
for bottles and jars. and cork 

| | products for the shoe indus- 
20 LJ | try and other industrial users. 
-—___1938——__~ Of these, however, the most 
| important is the manufacture 
of floor coverings. As a con- 
sequence, earnings are geared rather closely to the rise 
and fall of public purchasing power and perhaps more 
specifically to the volume of new residential construc- 
tion and home renovation. 

Losses aggregating about $9,500,000 were sustained 
in the years 1930 to 1932, inclusive. In those years, 
however, abnormal inventory losses were responsible for 
about 50 per cent of the deficit. Of recent years, 1936 
has been the best. Net sales in that year of $39,799,975 
produced net income of $5,277,535, or the equivalent of 
$4.66 per share for the common stock. Sales in 1937 
expanded to $42,759,445, but increased operating costs 
cut net income to $5,157,887, or the equivalent of $3.66 
per share. In both 1936 and 1937, the company paid 
dividends totaling $2.50 a share on the common stock, 
of which there are 1,410,644 shares outstanding, pre- 
ceded by only 34,500 shares of $4 preferred stock. Late 
last year the company declared a dividend of 50 cents 
per share for the common stock, bringing total payments 
up to 75 cents, as against $2.50 in 1937. 

In the first six months of 1938, Armstrong Cork 
showed earnings for the common stock of only $285,093, 
or the equivalent of 20 cents a share, as against $3,089,- 
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360, or $2.56 a share on a smaller amount of common 
stock in the first six months of 1937. Since then, how- 
ever, the company’s earnings have shown marked im- 
provement and for the full year net may show nearly 
$1.00 per share of common stock. Favored by the most 
promising residential building prospect in some years, 
current operations by Armstrong Cork may well be 
restored to the favorable 1936 levels. At 48, some mea- 
sure of this anticipated improvement is being discounted 
by the company’s shares, but in relation to somewhat 
longer-term prospects, prevailing quotations are not 
without speculative promise. 


Montgomery Ward 




































































Montgomery Ward’s_vol- 

PA - ume of sales for the fiscal 
swadaewaennn year ended January 31, last, 
Sarit rth was the largest in the com- 
Z Tate i pany’s history. Sales last 
a |} | | | | | | year were about $300,000 
BATT TT | above 1937, the previous 
© II] nie peak year. The gain in actu- 
in| | Mee | al physical volume amounted 
soli! | LJ|f to about 5 per cent, but the 
L___ 193g! gain in dollar volume was re- 
stricted to less than 1 per 

cent owing to generally lower 

prices. In January of this year the company’s dollar 


volume was the highest for any January in the com- 
pany’s history and an increase of 13.4 per cent over 
January, 1938. This was the sharpest gain shown since 
July, 1937. 

Montgomery Ward ranks as the second largest mail- 
order retailing organization in the United States. In 
recent years, however, mail-order activities have assumed 
a secondary place, while sales made through the medium 
of the company’s 580 retail stores now account for the 
major portion of sales, if not earnings. Of particular 
significance is the fact that for about two years, monthly 
sales reports of Montgomery Ward have made a rela- 
tively better showing than those of its chief competitor, 
Sears Roebuck. While this in no way implies that Sears 
Roebuck has lost ground, the fact remains that the year- 
to-year comparisons of sales trend have been in favor 
of Montgomery Ward. 

On the basis of sales for the 1938 fiscal period, it is 
probable that earnings were on a par with those for the 
fiscal year ended January 31, 1938. In the latter period, 
net profit, after all deductions, including tax on undis- 
tributed earnings of $1,650,000, amounted to $19,210,029. 
This, after allowing for dividends on the A stock, was 
equivalent to $3.41 per share on the common. In the 
previous year the profit was equivalent to $3.60 per 
share for the common. In the six months’ period ended 
July 31, last, the company’s net profit was $5,139,526, 
after all deductions. This was equal to 85 cents a share 
on the common, after dividend requirements on the A 
stock, comparing with $1.60 on the common in the corre- 
sponding previous period. On the basis of this latest 
report, it would appear that Montgomery Ward had an 
operating profit of 3.4 cents on each dollar of sales. Exact 
comparison is not possible, but from the figures available 
it would appear that Sears Roebuck, during the same 
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period, did little, if any, better than this. For some | 
years past, Sears had consistently managed to report a 
higher ratio of operating profits to sales than the smaller 
company. 
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From the recent trend in the Montgomery Ward’s | 
affairs, it is quite obvious that difficulties which it | 
encountered in the late ’20’s and early ’30’s, have been | 


fully overcome. Moreover, with the promise of further 
general business improvement this year accompanied by 
gains in public purchasing power, the likelihood of 
further expansion in sales and earnings of Montgomery 
Ward appear to be well supported. Preceded by only 


205,000 shares of $7 A stock, the 5,217,147 shares of com- 
mon stock afford an equity in an established and progres- | 


sive enterprise, destined, from all appearances, to further 
strengthen its competitive position and enlarge its sales 
and earnings in the months ahead. Dividends are cur- 
rently being paid at the rate of 25 cents a share quar- 
terly and earlier this year an extra payment of 25 cents 
a share was distributed. Selling around 50, the shares 
appear reasonably valued in relation to recent earnings, 
and if the current promise is borne out in fact, sub- 
stantially higher quotations should be in order. 


Best & Company 





retail 
are able to boast a_ better 
record of consistent profits 
than Best & Co. Since it was 
incorporated in 1924, the 
company has never shown a 
loss and even when the last 
depression was at its worst, 
in 1932, sales were in excess 
of $11,000,000. Stockholders 
have received a dividend each 
year. In a large measure, the 
company’s excellent record 
has been made possible through the application of able 
merchandising methods, while stockholders have been 
accorded the advantage of a comparatively modest 
capitalization. In addition to 300,000 shares of capital 
stock outstanding, there were, at last reports, 3,456 
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shares of $6 preferred stock and a mortgage of $500,000. | 
The company’s principal store, located in the heart of | 


the shopping district on Fifth Avenue in New York 
City, specializes in men’s, women’s and children’s wear- 
ing apparel, jewelry, costume accessories and various 
novelties and specialties. Small branches are operated 
in selected suburban communities and populous resorts. 
All units place particular emphasis on smart styling and 
distinctive merchandise. 

Among department stores, Best & Co.’s inventory 
turnover is comparatively rapid and accounts for the 
better-than-average profit margin. In the fiscal year 
ended January 31, 1938, the company showed a profit 
margin of 11.4 per cent, comparing with 12.5 per cent 
in the 1937 fiscal period and 3.6 per cent in 1932, the 
worst of the depression years. In the fiscal year ended 
January 31, 1938, sales were the largest in the company’s 
history. Total of $16,192,549 represented a gain of 8.3 
per cent over the previous fiscal period. Earnings, how- 
ever, were moderately lower, (Please turn to page 588) 
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The Personal Service Department of Tue Macazinn or Watt Srreer will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





F. W. Woolworth Co. 


With its large-scale expansion and store 
modernization program well under way and 
new price policies established, is F. W. Wool- 
worth common due to make a better show- 
ing marketwise? I hold 50 shares of this 
stock acquired at 6234—F. N., Colorado 
Springs, Colo. 


Volume sales of Woolworth Co. 
are continuing to register improve- 
ment over year earlier levels. Sales 
results published for the month of 
January, 1939, showed an increase 
of about 3%. Of course, this may 
be attributed to a rising trend of 
consumer purchasing power as well 
as generally better business condi- 
tions. Credit for the good record, 
however, in a large part, may be at- 
tributed directly to the management 
of the company. Over the past three 
years an unceasing effort has been 
exercised to improve and enlarge its 
stores as well as to introduce new 
ones. Moreover, Woolworth has 
been gradually introducing higher 
priced merchandise. This has en- 
abled a greater flexibility and has 
played an important part in holding 
costs at a level lower than most 
units in the industry. It has also 
enabled the company to direct their 
merchandise to a more varied group 
of buyers and has thus added con- 
siderably to sales volume. Total 
sales for 1938 were only .1% below 
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the 1937 level. This high rate of 
operations resulted in a profit of 
$2.95 per capital share on 9,703,610 
shares of common stock outstand- 
ing. A year earlier, the company 
registered a profit of $3.42 on the 
capital shares. The failure of earn- 
ings to coincide more closely with 
sales volume may be attributed di- 
rectly to higher operating costs, in 
particular wages and taxes. Even so 
the report was better than for simi- 
lar companies in the industry. At 
this writing, it is anticipated that 
1939 will see a continuation of the 
good operating rate. Moreover, it is 
possible that profit margins will 
widen during the current year as the 
company can exercise a still greater 
control over costs due to further 
economies instituted. These factors, 
plus the extremely strong financial 
position as of the year-end (total 
current assets compared to total 
current liabilities in the ratio of 
approximately 614 to 1), indicate 
that the annual $2.40 dividend rate 
is amply secure. The capital shares, 
at present prices, are not only at- 


tractive for income but are poten- 
tially well situated for price appre- 
ciation purposes. 





R. H. Macy & Co., Inc. 


For an investor who purchased his 125 
shares of R. H. Macy at 57, am I acting 
wisely by continuing to hold? I am pinning 
my hopes on spring business revival and the 
New York World’s Fair. Are profit margins 
satisfactory?—F. A., New York, N. ¥ 

The outlook for R. H. Macy & 
Co. promises gradually widening of 
profit margins. This is suggested by 
two recent developments. First of 
these is that Macy has successfully 
reduced their operating expenses. 
Heretofore, profits have been re- 
stricted due to this factor because 
large department store units had 
great difficulty in promptly and ef- 
fectively reducing their costs. The 
other development is the continued 
expansion of consumer purchasing 
power. There undoubtedly was 
some improvement in earnings in 
the last half of the past fiscal year, 
but full 1938 earnings are expected 
to be sharply below the $2.52 regis- 
tered during the 1937 fiscal year. 
For the six months ended July 30, 
1938, a loss of 36 cents per common 
share was registered against earn- 
ings of 62 cents in the like interval 
a year earlier. The well entrenched 
trade position of Macy, however, 
gives the shares satisfactory longer 
term appeal. Macy is ordinarily 
looked upon as a factor in only the 
New York market but stores are 
maintained in Newark, N. J., To- 
ledo, Ohio, and Atlanta, Ga. Vigor- 
ous opposition to price fixing on 
trade-marked merchandise has long 
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been the policy of Macy. As a re- 
sult of this, they have developed 
numerous products under their own 
name which are sold competitively 
and free of price fixing. Supremacy 
Products, Inc., formed last year, dis- 
tributes Macy’s own products whole- 
sale and to department stores and 
other retail units outside of its own 
selling zone. Reports state that vis- 
itors to the New York World’s Fair 
to open April 30th will spend more 
than a billion dollars in New York 
City during 1939. The aggressive 
sales policy carried on by Macy 
practically assures that company of 
obtaining an important share of this 
business. This development, plus a 
continued improvement in general 
business should result in profits for 
1939 substantially larger than those 
of last year. Moreover, the recent 
reduction of interest rates by nearly 
1% should create further saving and 
allow still wider profit margins. 
Coupled with the strong financial 
position, these factors indicate that 
Macy can look forward to a period 
of reasonable prosperity. Under the 
circumstances, therefore, full reten- 
tion of your commitment is rec- 
ommended. 


Black & Decker Mfg. Co. 


Do your analysts believe a period of 
steadily-increasing sales in prospect for Black 
& Decker as a result of growing automobile 
production, shipbuilding and aircraft manu- 
facture here and abroad? I would like to 
have your advice concerning 150 shares of 
this stock purchased at 331%4.—E. C., Toledo, 
Ohio. 


In the quarter ended December 
31, 1938, Black & Decker Mfg. Co. 
reported a profit of 15 cents per 
common share. This compares with 
a profit of 19 cents per share shown 
for the like interval a year earlier. 
Net sales in the 1938 quarter were 
$1,137,330 as compared with volume 
of $1,211,354 for the same period of 
1937. Black & Decker manufactures 
small electric tools which are used 
by the aviation, shipbuilding, auto- 
motive and general construction in- 
dustries. During the larger part of 
1938, these industries were de- 
pressed and operations of Black & 
Decker were consequently restricted. 
Even in the face of this low ebb of 
activity, however, the company was 
able to report a profit of 76 cents a 
share for the fiscal term ended Sep- 
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tember 30, 1938. This ability to 
register earnings in the black, in a 
large part, must be attributed to the 
substantial foreign demand enjoyed 
by the company. This phase of the 
company’s business plays an impor- 
tant part in revenue returns and 
should not be lost sight of in ap- 
praising the shares under considera- 
tion. At this writing, prospects are 
bright. With aviation companies 
operating at near capacity, automo- 
bile manufacturers busy on_ this 
year’s models and general construc- 
tion outlook the best it has been in 
some time, the current outlook for 
Black & Decker is definitely more 
promising. As capitalization of the 
company consists solely of 372,845 
shares of common stock, dividend 
possibilities do not seem remote. In 
our opinion, they should follow the 
earnings trend. Moreover, the shares 
at present prices contain better- 
than-average speculative appeal and 
retention of your holdings for both 
these factors is advisable. 


National Biscuit Co. 


At its present price, do you feel that Na- 
tional Biscuit common has yet to fully dis- 
count its continued improvement in earn- 
ings? Although I am interested in the in- 
come-producing aspect of this stock, I don’t 
want to hold my 60 shares, bought at 37%, 
unless a return to that price is a near-term 
possibility —B. L., Boston, Mass. 


Even though there was a contrac- 
tion in fourth quarter profits of 
National Biscuit, full 1938 earn- 
ings of $1.64 surpassed the $1.62 
per share registered in 1937. More- 
over, it is anticipated that the 
reports for 1939 will continue to 
show the improvement. Approxi- 
mately 50% of total production 
costs of National Biscuit is com- 
prised of raw materials. Expected 
lower costs for those ingredients 
should therefore allow a widening 
of profit margins. Sales of the higher 
priced lines should also improve as 
consumer purchasing power contin- 
ues to increase. The outlook for a 
continuation of the $1.60 dividend 
rate on the common issue is there- 
fore good. At current prices, this 
rate of payment affords the stock- 
holder with a yield of 6.4%. The 
common shares do not embody ele- 
ments likely to result in sizable mar- 
ket gains over the near future and 
while immediate earnings are ex- 


pected to register some improve- 
ment due to the faster turn-over in 
the higher priced or fancy line of 
biscuits and crackers and lower costs 
of principal ingredients, no assur- 
ance can be given that the longer 
term trend is upward. Competition 
among leading cracker bakers has 
become more intense in recent years, 
a condition which acts to restrict 
profit margins. On a price appreci- 
ation basis, therefore, the shares 
cannot be recommended to you, al- 
though we believe that the generous 
yield lends attraction to the issue as 
a straight income producing medium. 


Ingersoll Rand Co. 


Do you believe there is any basis to ex- 
pect Ingersoll Rand common to repeat the 
excellent showing made in 1937, when it 
sold as high as 144 and paid a $6 dividend’ 
I bought 100 shares at 110% and would not 
hold if I can do better in a lower-priced 
issue—G. W., Chicago, Ill. 


The major customers of Ingersoll 
Rand Co. are the mining, oil, con- 
struction and automobile industries. 
The lower level of activity in all of 
these industries during 1938 due to 
the general falling off in business ac- 
tivity undoubtedly caused a sharp 
scale-down in earnings of Ingersoll. 
During the latter part of the year, 
however, a noticeable pick-up was 
registered in the automotive and 
construction industries. At this 
writing, it is believed that these two 
businesses will continue to show im- 
provement with the result that de- 
mand for Ingersoll’s products should 
increase materially. During 1938, 
some business was received from the 
marine industry, but from the real 
buyers, demand was not satisfac- 
tory. Given any indication that re- 
covery is permanent, the customers 
of Ingersoll Rand should begin to 
place orders for necessary equip- 
ment which they need very badly 
at this time. Thus, while 1938 earn- 
ings showed a decline, 1939 bids 
well to equal the good showing of 
previous years. In any event, the 
strong financial position coupled 
with the possibility of good devel- 
ment over the longer term, gives 
rise to the belief that the shares are 
not overly priced at present levels. 
We advocate retention of your pres- 
ent commitment, feeling that any- 
thing in the nature of general busi- 

(Please turn to page 582) 
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soll. 
ear, 
was Storms and floods in scattered areas have 
and conspired recently with the late war scare to 
this hamper retail trade and transportation for the 


time being and to cause a temporary and mild 
curtailment in production. In consequence of 
these conditions, practically all components of 
our Index, save the volume of money in circu- 
lation have made a somewhat poorer than 
938, normal seasonal showing during the past fort- 
the night and so caused a further fractional re- 
real cession in the Nation's per capita volume of 
fac- Business Activity. Barring further disturbing 
developments abroad, there is nothing in the 
present picture to alter convictions that business 
will begin to pick up soon with revival of activity 
in t.e heavy goods field. 
eee 


Per capita Business Activity for the first 
month of the current year receded to 84.7% 
of the 1923-5 average, compared with 87.0%, 
during December; but was 22% ahead of Jan., 
1938. The first 76 industrial corporations to 
report for the quarter ended Dec. 3! show a 
20% increase in aggregate profits over the 
four’a quarter of 1937; despite a gain of only 2e™= 
3% in the physical volume of production. This Ge nd 
is accounted te largely by lower unit costs of | | 
leoor and material and the absence of drastic 
javentory write-downs such as were necessitated 
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Business and Industry 





Date 





Latest 
Month 


Previous 
Month 


Last 


Year 


PRESENT POSITION AND OUTLOOK 








INDUSTRIAL PRODUCTION (a) 


101 


104 


80 





INDEX OF PRODUCTION AND 


ee ee ee 


Durable Goods............... 
Non-durable Goods........... 
Primary Distribution............ 
Distribution to Consumers... .. . . 
Miscellaneous Services......... 


86 
84 
72 
93 
80 
96 
83 


85 
83 
71 
92 
77 
94 
81 


719 
14 
54 
86 
80 
89 
87 





WHOLESALE PRICES (h)....... 


76.8(pl) 


80.9 











COST OF LIVING (d) 


Wee ee ce 
ROMMAM Sos neh sons evs cies 
Fustand Light: 6.2550 


Purchasing Value of Dollar.. ... 


Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 


85.8 
80.3 
86.2 
73.0 
86.0 
96.8 
116.6 


88.6 
84.4 
88.7 
77.7 
86.1 
97.8 
112.9 





NATIONAL INCOME (cm)?}.... 


1938 


$64,200 


$69,000 





CASH FARM INCOME?t 
Farm Marketing............... 
Gov't Payments............... 
TOL IROOUNE 655555 Soa os 
Prices Received by Farmers (ee).. 
Prices Paid by Farmers (ee)... .. 
Ratio: Prices Received to Prices) 


Paid (ee) 


1938 
1938 
1938 
Jan. 
Jan. 


Jan. 


$7,150 

482 
7,632(p!) 

94 

120 


78 


$8,208 
367 
8,574 
102 
126 


81 





FACTORY EMPLOYMENT (f) 
Durable Goods 
Non-durable Goods. .......... 


Dec. 








FACTORY PAYROLLS (f)..... 
(not adjusted) 





RETAIL TRADE 
Department Store Sales (f)....... 
Chain Store Sales (3) 
Variety Store Sales (g)......... 
Rural Retail Sales (j).......-.... 
Retail Prices (s) as of........... 


Jan. 
Jan. 
Jan. 
Jan. 


Feb. 1 


88 
107.7 
113.0 
110 

89.1 


90 
106.7 
109.0 
104.3 

92.4 








FOREIGN TRADE 
Merchandise Exportst.......... 
Cumulative Year's Totalt........ 
Merchandise Importst.......... 
Cumulative Year's Totalt........ 


Dec. 
1938 
Dec. 
1938 


$268.8 
3,094.1 
171.5 
1,960.5 


$323.4 
3,349.2 

208.8 
3,083.7 





RAILROAD EARNINGS 
Total Operating Revenues*..... 
Total Operating Expenditures*. . 
PS AP nee Marea nt sh gaarae 
Net Rwy. Operating Income*®.. . 
Operating Ratio % 
Rate of Return %............. 


1938 
1938 
1938 
1938 
1938 
1938 


$3,565,491 
2,722,299 
340,780 
372,846 
76.35 

1.43 


$4,166,069 
3,119,065 
325,665 
590,204 
74.87 

2.27 





BUILDING Contract Awards (k). 
Publicly Financedt............ 
Privately Financedt............ 

F. H. A. Mortgages 
Selected for Appraisalt........ 
Accepted for Insurancet........ 
Premium Payingf.............. 


Jan. 
Jan. 
Jan. 


1938 


$251.7 
147.9 
103.8 


1,010.6 
647.9 
473.2 


$389.4 


$192.2 
117.6 
74.6 


589.5 
447.5 
424.4 





Building Permits (c) 
DEA ORT Sok Hees hos wha 
New York Clty... 0.00 55 cee 
NO A Bees oon ob aks Mees 


$70.0 
24.7 
94.7 


89.6 


$40.8 
106.1 
146.9 





Engineering Contracts (En){..... 


$311.7 


$339.3 


$190.2 





CONSTRUCTION COST INDEX 
(En) 1913—100............... 





Feb. 1 


234.31 


234.72 


238.99 





(Continued from page 573) 


at the 1937 year-end. Dividend declarations, 
which always fag behind earnings, were 22% 
smaller in January than for the like month of 1938. 


According to the latest available data, the cost 
of living is now 3.2% below last year, raw 
material prices average 1% higher, wholesale 
and retail prices are off 5%, while world prices 
in gold are 0.7% below last year. Prices re- 
ceived by farmers are 8% lower than last year 


While department store sales during Janu- 
ary were 2% below last year in dollar totals, 
chain stores reported an average gain of 3.6%, 
with mail orders up 10% and rural sales gain- 
ing 9%. Department stores reported surprisingly 
good earnings for the fourth quarter, owing to 
lower cost of merchandise and better control over 
labor expense; but made a poorer comparative 
showing than the chains in sales volume; since the 
latter deal more in necessities than luxuries and 
have been foresighted in not being caught, as have 
the department stores, with depleted and poorly 
assorted stocks of merchandise. For December, 
manufacturers’ sales increased 4%, and 
wholesale trade gained 1.5% over the like 
month of 1937. Among the various divisions of 
manufacture, Textiles, Forest Products, Paints and 
Varnishes, Jewelry, Leather and Metal Products, 
reported December sales increases of more than 
20% above the like month a year earlier; while 
sales of Petroleum and Heating Apparatus de- 
clined more than 20%. Among Wholesalers, 
sales of Clothing and House Furnishings increased 
over 20%. 


a ° * 


Although December's truck loadings were 
17% above the like month of 1937, compared 
with a gain of only 5% in railroad freight car 
loadings, a study recently completed by the 
1. C. C. discloses that inroads into railway traffic 
from truck competition have about ceased, and 
that henceforth any pick-up in national produc- 
tion should be reflected in a proportionate expan- 
sion of railroad freight volume. Recent reports 
from Washington intimate that the first objective 
of railroad legislation will be a tightening up of 
Federal control over the carrier's financial affairs, 
and correction of alleged abuses. 


* € ® 


Building permit valuations last year amounted 
to $1,694,000,000, a 3% gain over 1937, in- 
cluding a 14% increase in new residential pro- 
jects. Construction contracts awarded last 
year in 37 states east of the Rockies amounted to 
$3,197,000,000, a 10% gain over 1937; though 
privately financed contracts were off 15%. The 
December total staged an increase of 90% over 
the like month a year earlier; while residential 
awards for the first three weeks of January 
jumped 122% above last year. Construction 
costs in 30 cities average about 1% below last 
year. 
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FEBRL 





Previous 


Month 


PRESENT POSITION AND OUTLOOK 





STEEL 
Ingot Production in tons * 
Pig Iron Production in tons*.... 
Shipments, U. S. Steel in tons*. . 





3,143 
2,211 
694 





| AUTOMOBILES 
| Production 
Cars and Trucks, U.S. & Canada. . 


| Retail Sales 
Passenger Cars, U. S. (p) 
Trucks, U. S. (p) 


356,300(pl) 407,016 


2,655,777 


205,000(p!) 270,546 


365,349 


227,152 
5,016,437 


158,727 
618,249 





PAPER (Newsprint) 
Production, U.S. & Canada * (tons). 
Shipments, U. S. & Canada * (tons). 
Mill Stocks, U.S. & Canada * (tons). 


285.6 
274.8 
31 190.8 


303.4 
180.0 


295.0 
221.9 
132.3 





LIQUOR (Whisky) 

Production, Gals. * 
| Withdrawn, Gals. * 
| Stocks, Gals. * 








10,780 
7,693 
466,809 


10,562 
9,571 
466,176 


10,044 
6,790 
452,399 





| GENERAL 
| Machine Tool Orders (n) 
| Railway Equipment Orders (Ry.) 
Locomotive 
Freight Cars 
Passenger Cars 
Cigarette Production t 
Bituminous Coal Production * (tons). 
Boot and Shoe Production Prs.*. . . 
Portland Cement Shipments * 
Commercial Failures (c) 





150.8 


8 
3 

47 
13,863 
35,530 


146.5 


28 
3,670 
None 

12,656 
36,230 


34,500(pl) 29,988 


6,281 
1,263 


8,573 
875 


118.4 


9 

25 
None 
13,058 
30,950 
26,523 
4,793 
1,377 


Retail sales of automobiles in January are 
estimated at 218,000 units, an increase of 37% 
over the like month a year earlier, against a 32% 
increase in December and an 11% gain for No- 
vember. Factory sales are estimated at 356,000 
units, a 57% increase over last year. Field stocks 
of new cars at the end of January are believed to 
have been around 407,000, compared with 503,- 
000 a year ago and the record peak of 505,000 
on Mar. 1, 1938. 


Newsprint consumption by U. S. publishers 
during December was 5.3% below last year, and 
stocks on hand and in transit at the year-end were 
48% lower than at the close of 1937. North 
American stocks held by publishers totaled 
621,000 tons on Dec. 31, a decrease of 373,000 
tons from the like date a year earlier. Prices on 
various types and grades of Kraft paper have been 
advanced recently by $2.50 to $4.00 a ton. 


Owing chiefly to continued improvement in 
domestic bookings, the index of machine tool 
orders (based upon 1926 as 100) has risen 
steadily from a low of 112.2 in November to 
150.8 last month, compared with 118.4 for Janu- 
ary, 1938. Shipments of Portland cement 
during December amounted to 6,281 ,000 bbls.-- 
29% above the like month of 1937 








WEEKLY INDICATORS 





Date 





Latest 
Week 


Previous 


Week 


Year 
Ago 


PRESENT POSITION AND OUTLOOK 








M. W. S. INDEX OF BUSINESS 
ACTIVITY 1923-25—100 


Feb. 


11 


82.2(pl) 


83.1 


68.0 





ELECTRIC POWER OUTPUT 
MRE Gores on cols aed tie a « 





Feb. 


11 2,268 


2,287 


2,052 





Manufacturing & Miscellaneous... . 
L. C. L. Mdse 


Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 


579,918 
28,809 
135,143 
23,539 
218,679 
148,404 


576,790 
29,544 
132,908 
25,538 
214,358 
146,138 


542,991 
32,256 
107,875 
26,853 
205,454 
146,897 





STEEL PRICES 
Pig lron $ per ton (m) 
Scrap $ per ton (m) 
Finished ¢ per Ib. (m) 


Feb. 
Feb. 
Feb. 


20.61 
15.00 
2.286 


20.61 
14.875 
2.286 


23.25 
13.83 | 
2.512 | 





STEEL OPERATIONS 
% of Capacity week ended (m).... 


Feb. 


55.0 


54.0 


34.0 





CAPITAL GOODS ACTIVITY 
(m) week ended 


Feb. 


78.6 


79.3 


54.9 





PETROLEUM 
Average Daily Production bbls. *. . 
Crude Runs to Stills Avge. -bbis. *. . 
Total Gasoline Stocks bbls. * 
Gas and Fuel Oil Stocks bbls. *... . 
Crude—Mid-Cont. $ per bbl 
Gasoline—Refinery $ per gal 





Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 


1 3,284 
11 3,130 
11 80,950 
11 137,241 
18 1.02 
18 05% 


3,442 
3,140 
79,149 
137,589 
1.02 
05% 


3,325 
3,149 
88,390 
120,758 
1.27 

06%| 


Electric power output, though expanding 
recently at a somewhat less than normal seasonal 
rate, is showing currently an increase of about 
10% over last year, compared with a 4% de- 
crease for all of 1938. Hydro-electric produc- 
tion last year reached a new high record of 
44,078,000,000 K.W.H.—nearly 40% of all 
electric power generated, and 0.8% above the 
total for 1937. 

. * + 

Steel operations are expanding at present at 
about the normal seasonal rate, despite hand-to- 
mouth buying by consumers, and are 75% higher 
than a year ago. Greater speeding up of produc- 
tion is looked for soon when the motor car in- 
dustry re-enters the market. Rail orders this year 
have already reached 875,000 tons, compared 
with only 525,000 tons shipped during all of 
1938. Normally the spring peak in production is 
reached toward the end of April; but may be de- 
layed a few weeks this year, owing to PWA ac- 
tivities, and a greater demand for railroad and 
armament steel. 

With refinery runs still excessive, gasoline 
stocks at the end of March are likely to be nearly 
10,000,000 bbls. higher than prudent in the in- 
terest of price stability, and profits for the industry 
for the current quarter are expected to be around 
a third lower than last year, with the integrated 
companies being hardest hit. 














Reserve Bank of N. Y¥Y. 100%—estimated long | 


t—Millions. *—Thousands. 
term trend. (c)—Dun & Bradstreets. 


(a)—Federal Reserve 1923-25—100. (b)—Federal 

(cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. (e)— | 
Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (f)}—1923-25—100. (g)—Chain Store Age 1929-31—100. | 
(h)—U.S.B.L.S. 1926—100. (j)}—Adjusted—1929-31—100. (k)—F. W. Dodge Corp. (m)—lron Age. (n}—1926—100. (pl)—Pre- | 
liminary. (s)—Fairchild Index, Dec., 1930—100. (En)—Engineering News Record. (Ry)—Railway Age. i 
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Trend of Commodities 


Again it is necessary to report that the main body of 
commodity prices has remained practically unchanged over 
the past fortnight. Such changes as have occurred have 
been confined to a few individual commodities but, with 
the exception of silk which has been making new highs, fluc- 
tuations have been devoid of significance. Some prices 
have drifted lower, but from all indications lower prices 
reflect nothing more serious than disinterest on the part of 


buyers. Year-end statements now appearing are uniform in 
revealing a heavy liquidation of inventories last year and it 
would appear that the majority of manufacturers entered the 
current year with sub-normal stocks of raw materials. Re- 
plenishment on a large scale is apparently awaiting concrete 
evidence of business improvement. Meanwhile stocks in the 
hands of producers, dealers and importers are ample to 
meet immediate requirements. 





U.S. DEPT. OF LABOR COMMODITIES INDEX 1926 «100 


34 


66.7 down 0.6 


71.1 down 0.1 
92.7 down 0.6 


Hides and Leather. 92.7 
Fuel a Lighting... . di patter 73.7 “i up o3 


LABOR COST 
ER UNIT OF 
i | | 
eee z 
| 


FINISHED PRODUCTS 


INDEX NUMBERS 


MATERIAL 


MW S INDEX 


JFMAMJJASOND MAMJIJA 
ee 1938 ! 1939 





Changes in Major Commodity Price Groups for the Fortnight Ended February 11, 1939 


no change 
down 0.3 
no change 
down 0.5 
down 0.2 


Housefurishings. 
Miscellaneous... . 














Latest 





Previous 


Wk. or Mo. Wk. or Mo. 


ee PRESENT POSITION AND OUTLOOK 





“ere. 4 








COTTON 

Price cents per pound, closing 

8.44 

8.08 
Spot % 8.92 

(In bales 000’s) 

Visible Supply, World 

Takings, World, wk. end 

Total Takings, season Aug. 1 to.... 


9,088 
374 
10,297 


Exports, wk. end ; 63 
Total Exports, season Aug. 1 to.... 2,363 
Government Crop Est. (final) 12,008 
Active Spindles (000's) 22 440 


8.35 
7.98 
8.95 


9,205 

309 305 
9,931 
Consumption, U.S i 592 565 
719 


22,445 





Cotton. Cotton is destined for legislative ac- 
tion at this session of Congress. Hearings on the 
Smith Bill, reported to have the strongest backing 
of the various measures which have been written, 
are scheduled to start in the very near future. This 
bill contains several innovations designed to sub- 
sidize cotton growers and bring about a reduction 
in acreage. It disregards, however, the real prob- 
lem of recapturing our foreign cotton markets. It 
would appear that political opinion regards for- 
eign markets as being irretrievably lost. Exports 
for the six months ended January totaled only 
2,192,000 bales, valued at $112,553,000, as 
compared with 3,832,000 bales, valued at 


8.90 
8.98 
9.00 


9,234 


10,742 
433 
124 

4,142 

18,946 

22,325 





WHEAT 
Price cents per bu. Chi. closing 
6814 
68% 
96,910 
2,980 
94,299 
930,801 


Exports bu. (000's) since July 1 to. 
Exports bu. (000's) wk. end 

Visible Supply bu. (000's) as of... 
Gov't Crop Est. bu. (000's) (final). . 


675% 

675 
93,930 
2,051 
97,533 


$214,175,000, in the same months of 1937-38. 


* * * 


Wheat. While trading interest is dull, prices 
have been fairly firm, reflecting reports of ad- 
verse weather conditions in the winter wheat belt. 
Price adjustment payments to be made to pro- 
ducers complying with 1939 acreage allotments 
will amount to 11 cents a bushel and an additional 
17 cents a bushel will be paid for soil conservation. 


925% 

8854 
86,400 
3,079 
65,000 





CORN 


Price cents per bu. Chi. closing 


Corn. Prices have firmed on official reports 











Feb. 18 
Feb. 18 
Feb. 11 61,057 
Feb. 11 47,243 
1938 2,480,958 


49% 
50% 


that hog population had increased 11 per cent 
last year. Parity and soil conservation payments 
to corn growers will be 6 cents and 9 cents re- 
spectively per bushel in commercial producing 
areas, 


59%, 

6114 
25,484 
37,652 


47%, 

49/9 
60,043 
47,868 


Exports bu. (000's) since July 1 to. 
Visible Supply bu. (000's) as of . . . 
» Gov't Crop Est. bu. (000’s) (final). . 
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Date Wk. or Mo. Wk. of Mo. Ago 
m in 4 COPPER Copper. Domestic stocks of refined copper 
rd it Price cents per Ib. increased 11,355 tons in January and shipments 
| the Domestic . 18 11.25 11.25 10.00 were up 12,206 tons. Stocks of refined copper 
BM Ge bE 55 ves eek ssi t . 18 10.0214 10.0714 10.50 abroad increased 11,536 tons. Aside from the 
Re- Refined Prod., Domestic (tons) 3 66,182 67,947 70,487 increase in shipments there was nothing bullish 
rete | ' Refined Del., Domestic (tons)... .. ; 51,059 38,853 24,881 in January statistics. Following weakness abroad, 
| the Refined Stocks, Domestic (tons)... . ; 301,110 289,755 299,133 domestic copper was available in the outside 
> to Refined Prod., World (tons)...... : 173,480 186,384 174,302 market last week at prices nearly 1 cent under pro- 
Refined Del., World (tons)........ : 150,589 153,753 139,528 ducers’ prices. Higher prices prevailed, however, 
Refined Stocks, World (tons)... . . . | 480,059 457,168 505,969 | following a sharp recovery abroad, accompanied 
by rumors of renewed buying by Japan and Ger- 
TIN many and a possible 5 per cent reduction in pro- 
Price cents per Ib., N. ¥ +eie " 45.50 45.50 42.75 duction. Producers’ prices are still vulnerable. 
Tin Plate, price $ per box......... : 5.00 5.00 5.35 | Pi sie 
Peeaaae ae “s ': rer ove ane Tin. Prices have held firm. Stocks are heavy 
U.S. Visible Supplyt as of... 4624 5,157 4,866 | but subject to close control. Offerings from 
Buffer Pool hor cig Domestic tin plate activity 
LEAD | increasing siowly. 
Price cents perlb., N. ¥..........} 4.75 4.85 4.50 athe 
U. S. Production (tons). .. ae % 34,683 39,800 49,581 | Lead. Prices were again reduced $2 a ton, a 
U. S. Shipments (tons)... .. ei ; 33,908 42,032 34,020 | move necessary to restore the spread between 
Stocks (tons) U.S., as of... , 115,902 115,236 129,131 | domestic and foreign quotations and forestall im- 
| ports. Domestic statistical position continues 
ZINC strong and demand is fairly active. 
Price cents per Ib., St. Louis.......| : 4.50 4.50 4.15 ero eS 
U. S. Production (tons) ; 44,142 44,878 48,687 zi With ealvanizi : 
U. S. Shipments (tons)............ 42,596 39,052 24,931 gy te gre os Ge nar cto a oe 
Stocks (tons) U. S., as of... 128,290 196,604 89,089 | Sent, demand is steady but prices are likely to 
continue low in order to avoid the risk of foreign 
SILK | imports. Stocks increased only 1,616 tons in 
Price $ per Ib. Japan xx crack ‘ 2.09% 2.05 1.68 | ach hegecsrgs tm 44,142 tons vs. 44,878 
Mill Dels. U. S. (bales), season to. 263,191 5 arate 221,776 in December and shipments rose 3,474 tons. 
Visible Stocks N. Y. (bales) as of. . 48,554 53,278 48,678 sh Rie 
Silk. A tight supply situation both here and 
RAYON (Yarn) | in Japan accounts for the sharp rise in prices. Sta- 
ee SE | ee , 51.0 51.0 54.0 tistical position is strong and consumption by 
Consumption (a) : 27.1 26.2 13.7 hosiery and fabric manufacturers has been very 
Stocks (a) as of . ’ 39.7 39.5 59.9 encouraging. 
WOOL Rayon. Production in January was double 
a Price cents per Ib. Tops, N. ¥ y 86% 87.0 82 the level for that month a year ago and the trade 
HIDES expects output to hold close to the January level. 
os Price cents per Ib. No. 1 Packer...| Feb. 10.0 10.0 hee 
 agerrsaa but s) te) Ob... ; Mae 1 ae csonar ee 
ed lo. of Mos. Su BORG sc, : , : 
he iba Wool. Consumption in December was, with 
ng | RUBBER | the exception of 1936, the largest for that month 
n, | | Price cents per Ib : 16.28 15.62 since 1922. Unfilled orders at the end of the year 
a | BO Se ete a eae x 39,082 36,977 were substantially larger than at the end of 1937. 
a |: Kammemption, ULS.4 20.0.5 0.0... 2 46,234 45,315 pales ah 
on ; 237,826 245,413 Hides. January shoe production is estimated 
b- | Tire Production (000s) : 4,619 4,117 at 35 per cent above a year ago. Production last 
It | Tire Shipments (000 s) : 4,171 4,442 month was the largest for any January on record 
. Tire Inventory (000's) as of . 8,498 7,924 ame 1937. Prices firm; supply-demand balance 
s 
id Vie Ib. M 4.32 4.39 ioe eel oe 
we tice cents per Ib, Mar : : ; Rubber. January consumption, both domes- 
at | i ee <, rs 4 Ibs.) e 3 yp con tic and world, was somewhat under previous ex- 
8. ee er ee ca, : : pectations. Export quotas for the second quarter 
will be held to 50 per cent of basic quotas. 
*s gaye per Ib. (c) 7-8 ‘ the i : 
4 Imports (bags 000's) saucer to : 8,103 Cocoa. Prices have recovered moderately 
; U. S. Visible Supply (bags 000's). . 1,454 from mid-February lows. Warehouse stocks are 
O- about double those of a year ago. Accra crop 
. SUGAR nearly marketed; Bahia supplies low. Gold Coast 
: Price cents per Ib. crop estimates up 10,000 tons to 260,000 tons. 
i Duty free delivered Feb. 18 2.76 a Ee 
“A Refined (Immediate Shipment). ..| Feb. 18 4.20-4.30 4.20-4.30 é Sugar. Refined prices lowered to 4.20 cents 
- U. S. Deliveries (000 s)*..........| 1938 6,667 in southem area. Visible stocks are 300,000 tons 
ts U. S. Stocks (000's)* as of Dec. 31 1,836 in excess of last year and consumption is lagging. 
C- 
g (a)—Million Pounds (c}—Santos No. 4N. Y. t—Long tons. *—Short tons. 
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and Banking 
























































Latest Previous Year 
Date Week Week Ago COMMENT 
INTEREST RATES 
Time Money (60-90 days)......... Feb. 18 144% 1%4% 1%4% Loans and investments of New York City 
Prime Commercial Paper.......... Feb.18 %-1% ¥e-1% 1% Member Banks increased $67,000,000 in the 
CRN PAONEY oo. 0 oo ek bee Feb. 18 1% 1% 1% latest reporting week. Of this gain, loans con- 
Re-discount Rate, N. Y........... Feb. 18 1% 1% 1% tributed $27,000,000 and investments, $40,000,- 
000. Loans to business and industry rose 
CREDIT (millions of $) $7,000,000 and brokers’ loans were up $24,000,- 
Bank Clearings (outside N. Y.)..... | Feb. 4 2,429 2,269 2,318 000, apparently reflecting subscriptions to the 
Cumulative year's total to......... feb: 4 49065 ss 12,058 $300,000,000 RFC notes. The effects of the 
Bank Clearings, N. ¥Y............. Feb. 4 3,723 3,253 3,171 new RFC note issue were also apparent in other 
Cumulative year's total to......... A SNe aeiee bs: aie a 16,753 sections of the banking figures. Excess reserves 
F. R. Member Banks declined $290,000,000; Treasury balances rose 
Loans and Investments.......... Feb. 8 21,459 21,442 21,226 $319,000,000; and bank deposits declined with 
Commercial, Agr., Ind. Loans...) Feb. 8 3,745 3,767 4,402 the diversion of funds to the RFC notes. Cur- 
Diaieie bepENE Sc es os eS Feb. 8 786 792 114 rency circulation increased $22,000,000, a gain 
Invest. in U.S. Gov'ts.......... Feb. 8 8,171 8,173 8,202 larger than appeared to be called for by mid- 
Invest. in Gov't Gtd. Securities. .| Feb. 8 1,807 1,789 1,146 month and holiday requirements. Whether this 
Other Securities............... Feb. 8 3,302 3,247 2,953 was due to increased hoarding, is difficult to say. 
Demand Deposits.............. Feb. 8 16,077 16,048 14,511 Aidan ea 
ee ge ae re Feb. 8 5,185 5,183 5,223 New capital flotations are lagging and prospects 
New York City Member Banks do not hold out the hope of large scale financing 
Total Loans and Invest.......... Feb. 15 7,725 7,658 7,837 in the near future. Industrial financing seems 
Comm'l Ind. and Agr. Loans....| Feb. 15 1,358 1,351 1,706 likely to remain at a low level, pending more 
Broken Lonnes: 65 556. a 2 es Feb. 15 660 636 588 concrete evidence as to the course of business 
Invest. U.S. Gov'ts............ Feb. 15 2,621 2,636 3,122 this year. Plant operations will have to place a 
Invest. in Gov't Gtd. Securities..| Feb. 15 1,028 923 405 much heavier demand on productive capacities, 
Other Securities............... Feb. 15 1,159 1,209 1,042 before industrial managers will require funds for 
Demand Deposits.............. Feb. 15 6,809 6,887 5,847 additional facilities. Meanwhile, depreciation 
Time Demet is ore Feb. 15 624 617 672 reserves are likely to prove sufficient for necessary 
Federal Reserve Banks additions and replacements. The aircraft industry 
Member Bank Reserve Balance...| Feb. 15 8,707 9,018 7,216 may prove an exception to this general prospect. 
Money in Circulation.......... Feb. 15 6,695 6,673 6,302 Recent developments bearing on the status of the 
Cold OC 6 eso a ea es Feb.15 14,772 14,732 12,782 utility industry are heartening, particularly when 
Treasury Currency.............. Feb. 15 2,819 2,818 2,662 viewed in relation to the potential volume of new 
Teeustly Canc > oo ec ee Feb. 15 2,771 2,768 3,626 financing, not only for additional facilities but in 
Excess Reserves............... Feb. 15 3,170 3,460 1,360 connection with the simplification and revamping 
of capital structures and property ownership in 
Latest Last Year accordance with the terms of the Public Utility 
Month Month Ago Act. The volume of new financing for the pur- 
| NEW FINANCING (millions of $) pose of obtaining capital funds is a reliable in- 
ee. SRE TOLER TE Jan $15,563 $243,693 $50,506 dicator of business confidence, but significant 
per tele 6.5 a. Ss eeu Jan 5,427 47,181 46,365 gains will follow rather than precede further 
OS SEER he Pee One Jan 10,136 196,511 4,141 | industrial recovery. 
POSITION OF FOREIGN BANKS 
{ 
Feb. 15, 1939 Feb. 16, 1938 COMMENT 
BANK OF ENGLAND | 
CeeRINION sh oe ita. Oh tines £473,221 ,000 £474,083,000 Sentiment in Great Britain has undergone no- | 
Pebble Danosile 2... coca. 12,477,000 15,772,000 ticeable improvement during the past fortnight. | 
Private Datoslts .. 6530.5 oe ie 146,027,000 141,900,000 The belief is growing that the down trend in busi- | 
Bankers Accounts. .............. 110,529,000 106,405,000 ness has about run its course and, given a period of | 
Other Accounts. ................ 35,498,000 35,495,000 relative calm in international politics, a worthwhile | 
Government Securities............ 82,491,000 97,863,000 recovery might well materialize in the near future. 
Other Securities...............-. 39,989,000 24,963,000 Commodity prices have held an even course and 
Discount and Advances.......... 18,123,000 6,155,000 foreign trade in January, although below the level 
RMS. Fo oo eo eas k oe ke ces 21,866,000 18,808,000 for that month a year ago, was better than in 
Mata oe 8 one Oss 2 54,203,000 53,047,000 | December. 
Calidad Milled... ios ces 127,424,000 327,130,000 
* s a 
BANK OF FRANCE Feb. 10,1939 Feb. 11,1938 
Ciel Teen. oss setae Fr.87,265,000,000 Fr.55,806,000,000 
Credit Balances Abroad. ......... 741,000,000 21,000,000 Efforts of the Daladier government to restore 
ik POONGN «os vc nce bs creche) 5,735,000,000 10,765,000,000 French internal economy are beginning to bear 
Wheat Office Bills............... BOOT MONO0O eee Gm fruit. This is evidenced in the steady flow of re- 
Advance Against Securities....... 3,422,000,000 3,860,000,000 patriated funds and the sharp increase in govem- 
Note Circulation. ............... 111,252,000,000 92,573,000,000 ment tax revenues. Rearmament and other de- 
Credit Current Accounts.......... 27,877,000,000 22,757,000,000 | fense moves have been speeded up and efforts to 
Temp. Advs. to State............ 20,627,000,000 31,903,000,000 | conclude trade treaties with various nations in 
Gold on Hand to Sight Liabilities. .| 62.72% 48.39% Southeastern Europe are being pushed. 
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POSITION OF FOREIGN BANKS—Continued 











GERMAN REICHSBANK 
Gold and Bullion... . . 


Reserve in Foreign Currency 
Bills of Exchange & Checks 
Investments 

Other Assets 

Notes in Circulation 





Other Daily Matured Obligations. . | 


Other Liabilities 


Proportion of Gold & Foreign Cur- 


rency to Note Circulation 


| 


Of Which Deposits Alsoed:.... | 


Feb. 15, 1939 
Rm.70,772,000 
10,572,000 
5,700,000 
6,725,100,000 
968,900,000 
1,657,072,000 
7,334,900,000 
1,028,500,000 
423,843,000 


1.04% 


Feb. 15, 1938 
Rm.70,770,000 
20,333,000 
5,566,000 
4,942,822,000 
524,600,000 
878,673,000 
4,460,663,000 
731,306,000 
364,957,000 


1.59% 





Reserve Gold, Coin & Bullion 


| BANK OF CANADA 
| Silver Bullion 


Reserve in Sterl. & U.S. Dollars... .| 


Subsidiary Coin 








Dom. & Prov. Gov't Short Term: 


Securities 
Other Dom. & Prov. Securities 
Other Securities 
Note Circulation. . 
Deposits—Dom. Gov't 
Chartered Banks 


Res. to Note & Dep. Liabilities... . | 


Feb. 15, 1939 
$195,726,000 


42,035,000 
348,000 


128,574,000 
38,512,000 
158,398,000 
23,446,000 
206,657,000 





Feb. 16, 1938 
$180,501,000 
2,991,000 
20,639,000 
191,000 


68,776,000 
86,626,000 
12,195,000 
149,176,000 
22,070,000 
189,457,000 
56.18% 


It appears that the government in Germany is 
giving more attention to internal economic prob- 
lems and territorial and political adventures are 
being put aside—for the present. That Germany 
will put forth every effort to increase exports is a 
foregone conclusion. The latest rumor concerns 
a barter plan involving the exchange of German 
farm machinery for American lard. Industry is 
being hard pressed on two sides. The shortage 
of labor has reached an acute stage and working 
capital is difficult to obtain with the Government 
virtually monopolizing the capital market. 


The course of business and industry in Canada 
during the first month of the current year closely 
paralleled that of the United States. Industrial 
activity declined under the impact of seasonal 
factors. Department store sales were 3 per cent 
lower than in January a year ago and in the week 
ended February 11, carloadings declined more 
than seasonally. From available evidence, how- 
ever, there is nothing to suggest anything more 
than a temporary slackening in the Canadian 
business tempo. 








FOREIGN EXCHANGE IN DOLLAR TERMS 





{ 
| Quotations in cents and decimals of 
a cent except pound sterling which is Feb. 17 


in dollars and cents. 








Demand 


Year Ago 


Cables 


Feb.17 Year Ago 











Country and Par 


Belgium (16.9502c a belga) 
Czecho-Slovakia (3.51¢ a crown) 
Denmark (45.374c a krone) 
Finland (4.264c a finmark) 
France (par not definite) 


Germany (benevolent mark) 
Germany (travel mark) 
Germany (handles sperrmark)t 
Greece (2.197c¢ a drachma) 
Holland (par not definite) 
Hungary (29.61 3c a pengo) § 
Italy (5.2634¢ a lira)§ 
Norway (45.374¢ a krone) 
Poland (18.994 a zloty) 
Rumania (1.012c a leu) 
Sweden (45.374c a krona) 
Switzerland (par not definite) 
Yugoslavia (2.981¢ a dinar) 
Shanghai dollars (unsettled) 
Hongkong dollars (unsettled) 
India (61.798c a rupee) 
Japan (84.39c a yen) 





| Brazil (20.25c a paper milreis)** 
Chile (20.599c a gold peso) t 


Mexico peso (unsettled) t 
Peru(47.409c a sol)t 

Uruguay ($1.751 a gold peso) q 
Uruguay ($1.751 a gold peso) 


| Venezuela (32.67c a bolivar)** 
Ecuador (5 sucres a dollar) ¥f 


Great Britain ($8.2397 a sov.)...... 


Germany (40.33c¢ a mark)**........ 


Sts. Settlements (96.1:39c a dollar)... . 
| Argentina (71.87c a paper peso) 4... 
| Argentina (71.87c a paper peso)**... 


Colombia ($1.645 a gold peso)**.... 


Venezuela (32.67c a bolivar)4...... 


| 





4.685, 
16.8534 


3.43 


20.92 


2.07 


2.64 


5.02% 
17.01% 
3.52144 
22.42 
2.22 
3.28% 


40.13% 


20.10 
20.10 
3.90 
0.86 
53.62 
19.75 


5.2614 


23.55 
18.95 

0.75 
24.14 


22.69% 


2.30 


15.93% 
29.1834 


35.03 
37.33 
54.52 
23.10 
31.25 

5.90 

5.19 
56.98 
20.20 


20.37% 


37.50 


61.68 
31.50 
31.63 


6.87% 


1 


5.02% | 
17.0114 
3.52% 
22.42 
>> 
3.283%, 
40.5314 


4.685, 
16.853, 
3.43 
20.92%, 
2.07 
2.64Yy 
40.13% 
20.10 
20.10 
3.90 
0.861% 
53.62 
19.75 
5.26% 
23.55 
18.95 
0.75 
24.14 
22.69% 
2.30 
15.93% 
29.1834 
35.03 
27.33 
54.52 
23.10 
31.25 
5.90 
5.19 
56.98 
20.20 
20.37% 
37.50 
61.68 
31.50 
31.63 
6.871 





In sharp contrast with the feverish fluctuations 
earlier in the year, foreign exchange markets have 
enjoyed a period of calm over the past fortnight. 
Significantly, however, reports have come to hand 
indicating that foreign governments and central 
banks have built up a huge reserve in the U. S., 
estimated at a billion dollars, against the possible 
outbreak of a European war. In addition, foreign 
banks and governments have some $266,000,000 
here in the form of bank deposits, brokerage ac- 
counts, etc. Notwithstanding the more stable 
political conditions abroad, last week official 
dollar balances rose more than $58,000,000. 


It is estimated that of the total reserve, around 
$700,000,000 is in gold which is owned directly 
by foreign central banks and governments, and 
held in the New York banks. Earmarked gold is 


understood to be the largest on record. 


All of which is undoubtedly the result of the 
policy of foreign governments and banks to di- 
vert a portion of their gold reserve to the United 
States, as a safeguard against the possibility of 
hostilities. Such gold would also be convenient 
for the purchase of war materials. 


Previously a large part of the gold which has 
accumulated here was held in London, presumably 
for the purpose of settling foreign exchange bal- 
ances. Since the first of the year about $188,- 
650,000 in gold has been exported from England, 
of which nearly $174,000,000 was sent to the 
United States. During the same period, however, 
Great Britain's imports amounted to only $25,- 
840,000, indicating that about $162,810,000 in 
official and private gold was shifted elsewhere. 





§—Travel lira, 4.75c. 





t—Nominal quotations. 


§—Free rate. 


**_Official rate. 
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1939 Indexes 


1938 Indexes 





0. of 


























High Low Issues (1925 Close—100) High Low Feb. 4 Feb. 11 Feb. 18 
77.8 44.2 316 COMBINED AVERAGE 73.1 62.9 OT.S. 66.5 67.3 
133.9 88.5 5 Agricultural Implements.. 116.5 101.0 108.0 107.0 110.3 
47.9 24.7 6 Amusements........... 43.2 35.8 39.4 39.6 38.2 
92.3 43.1 15 Automobile Accessories. 92.3 75.5 83.0 80.9 83.7 
14.8 7.0 12 Automobiles........... 12.8 10.7 11.7 11.6 11.8 
182.7 75.2 11 Aviation(1927Cl.—100) 182.7 150.4 161.0 162.2 1792.7 
16.1 8.9 3 Baking (1926CI—100).. 14.1 11.7 13.9 13.2 14.0 
203.3 120.2 3 Business Machines....... 183.9 158.5 168.4 165.7 166.5 
177.5 1416 . 9 Chemlesls.-......56.-... 168.2 159.9 156.0 158.1 158.5 
50.2 25.6 20 Construction...........-. 47.5 38.3 41.8 40.7 40.8 
246.2 173.8 5 Containers............- 249.6 205.8 214.3 211.8 9211.1 
129.6 60.0 9 Copper & Brass......... 118.6 94.2 103.7 101.1 101.4 
f'28.0 21.8 2 Dairy Products.......... 27.2 23.6 26.2 26.5 27.2 
27.4 12.2 8 Department Stores....... 23.2 20.1 22.0 29.3 23.2 
65.5 40.1 7 Drugs & Toilet Articles... 49.4 42.3 47.0 47.1 48.6 
329.0 158.1 2 Finance Companies...... 312.0 964.8 289.1 9288.9 291.9 
O14: 33.33 7 reoteaee: sss. > BSE 717.4 81.2 89.3 83.2H 
35.3 20.5 3 Pond SONGS. ssc aa 41.9 34.4 41.2 41.6 41.9h 
72.1 36.9 4 Fumiture & Floor Covering 72.1 60.0 64.8 63.4 66.8 
1262.1 953.7 3 Gold Mining........... 1271.0 1904.3 1943.3 1930.7 1239.6 
32.1 21.1 6 Investment Trusts........ 28.1 94.0 95.9 24.8 25.1 
223.7 140.7 4 Liquor (1932 Cl.—100).. 193.1 163.5 178.0 174.5 174.9 
138.0 77.46 9 Machinery...........-- 129.0 108.1 115.1 1440-4155 
85.8 49.1 2 Wall Cores... coos vss 83.7 76.0 81.4 81.1 82.5 
56.5 36.5 4 MeatPacking.......... 51.1 43.3 46.5 45.5 44.4 
195.9 116.0 14 Metals, Non-ferrous..... 173.6 148.3 161.0 158.5 151.0 
14.0 Si I at os ke sees y's 13.5 11.5 12.1 11.7 11.5 
113.0 76.2 24 Petroleum.............- 100.9 89.9 93.4 92.1 92.2 
65.6 38.8 18 Public Utilities.......... 60.6 55.4 60.0 60.1 60.6 
18.9 10.3 4 Radio (1927 Cl.—100).. 16.1 13.4 14.7 14.8 15.0 
61.6 28.2 9 Railroad Equipment..... 61.6 48.0 53.2 51.6 52.5 
WEG! TOUR: BE RAO: Shia ss ee ks 18.1 14.8 15.9 15.3 15.2 
Bie ek RE SS eae 1.9 6.1 6.5 6.6 6.6 
82.7 36.1 2 Shipbuilding........... 82.7 62.2 68.0 68.4 70.1 
106.5 55.2 13 Steel &lron............ 99.0 79.5 87.7 85.7 87.8 
25.7 T2A: RAE OG hin ses 20.1 16.8 17.4 18.7 13.7 
os oe fies bo) Uegeae Jee!” DR a 153.2 130.55 137.8 136.0 134.0 
60.0 37.6 3 Telephone &Telegraph.. 51.3 46.4 41.1 39.4 40.3 
49.7 oy BS Mipaiaes Ch Pa Se ae 45.0 37.6 41.1 39.4 40.3 
20.6 10.0 4 Tires & Rubber......... 20.0 16.1 17.5 17.4 18.1 
86.1 GOS: MN ioc cies ss 85.9 82.4 85.3 85.1 85.6 
SO8. 486 tT hoe haan 35.6 30.8 32.3 32.3 35.6 
243.3 146.0 4 Variety Stores.......... 2926.3 2040 2168 299.2 295.7 
2S BoE GR ee 20 Unclassified (1938 Cl.— 
SUMP Shoes oon Osi es 100.8 89.7 95.9 93.2 96.9 
H—New HIGH record since 1931. h—New HIGH since 1937. 
DAILY INDEX OF SECURITIES 
N. Y. N. Y. Times 
Times Dow-Jones Avgs. 50 Stocks 
40 Bonds 30 Indus. 20 Rails High Low Sales 
Monday, Feb. 6.... 72.99 145.03 30.25 102.96 101.83 1,040,810 
Tuesday, Feb.7.... 72.10 14410 29.94 102.12 100.95 570,040 
Wednesday, Feb. 8. 72.15 145.43 30.36 102.37 101.59 611,730 
Thursday, Feb. 9.... 72.12 143.99 30.00 102.42 101.39 546,720 
Friday, Feb. 10..... 71.98 143.68 29.93 101.45 100.73 444,638 
Saturday, Feb. 11... 72.03 144.61 30.18 102.04 101.47 322,070 
Monday, Feb. 13.... HOLIDAY 
Tuesday, Feb. 14... 72.08 144.13 29.89 101.78 101.20 418,390 
Wednesday, Feb. 15 72.19 14460 9.93 101.99 101.36 498.180 
Thursday, Feb. 16... 72.25 145.39 30.40 102.57 101.67 852,060 
Friday, Feb. 17..... 72.36 144.95 30.31 102.54 101.66 682,010 
Saturday, Feb. 18... 72.53 145.51 30.55 102.37 101.83 409,110 





STOCK MARKET VOLUME 














COMMENTS 


Giving little heed to what is generally 
believed to be a merely temporary sag in 
the nation's business activity, and paying 
scant attention to foreign and domestic 
political developments, the stock market 
came practically to a stand-still during the 
fortnight ended Feb. 18. Our Combined | 
Average of 316 active common stocks re- | 
acted a point during the week ended Feb. 
11, and then recovered 0.8 point during | 
the following week on the smallest total | 
volume of transactions since the week | 
ended June 18, last year. During the 
fortnight, our weekly and daily stock price 
indexes woved nearly in step; though, on | 
what thus far is a scarcely discernible | 
double top, the weekly index was a shade | 
weaker than the daily index of 40 indus- | 
trials. Generally speaking, stocks and | 
bonds of investment rating displayed | 
greater firmness than more speculative | 
issues. 


. “ a 


Amidst the general apathy, five of our 42 
component industrial groups attracted at- | 
tention by displaying long term technical | 
strength. Food Brands advanced to the | 
highest level since Sept. 13, 1930; Food 
Stores rose to the best level since Novem- | 
ber 13, 1937; Dairy Products were highest | 
since Aug. 6, last year; Public Utilities | 
made a new high since the week ended | 
Nov. 12; and the Traction group recovered 
to the best level since Dec. 3. Alll five of | 
the groups also displayed short 
technical strength. 


term | 


| 


s * * 


Other groups to show short term technical 
strength, by recovering to the best level in 
over five weeks, were Agricultural Imple- 
ments, Aviation, Baking, Department 
Stores, Drugs & Toilet Articles, Finance 
Cos., Mail Order, and Tobacco. Strength 
in the Foodand merchandising groups was in 
response to a rising trend in retail trade and 
recently published annual reports disclos- 
ing a gratifying pick-up in profits. Aviation 
shares made the obvious response to large 
foreign orders and approval by the House 
of the Administration's airplane budget. 
Cigarette profits are expected to improve 
as a result of lower prices for this year's 
tobacco crop. 


None of the 42" groups revealed long 
term technical weakness during the fort- 
night ended Feb. 18; but seven groups— 
Amusements, Containers, Meat Packing, 
Non-ferrous Metals, Paper, the Rails, and 
Sulphur—displayed short term technical 
weakness in declining during the week 
ended Feb. 18 to the lowest level since 
the recent war scare market in the week 








Week Ended Feb. 18 Week Ended Feb. 11 Week Ended Feb. 4 ended Jan. 28. Decline in the Non-fer- 
2,859,750 3,536,008 4,223,740 rous Metal groups, however, was oc- 
Total Transactions Same Date Same Date casioned by a collapse in Callahan Zinc 
Year to Feb. 18 1938 1937 caused by action brought by SEC to delist 
33,891 868 34,130,832 98,977,816 the issue because of alleged misstatements. 

see THE MAGAZINE OF WALL STREET 
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Prepare NOW to Profit in .. . 
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Free Air Mail Service 


_] Check here if you wish Air 
Mail and it will expedite delivery 
of our weekly and special bulle- 
tins. This service is provided 


FREE in such cases in United 








What Subscribers Say— 


These testimonials were entirely un- 
solicited. As a FORECAST subscrib- 
er, you would have received the 
same recommendations which brought 
us these comments: 


D. A. L. of Ohio— 

“I thought you would be interested 
to know how well satisfied I am with 
your service. I began trading on Sep- 
tember lst and up to the present I 
have made a net profit of over $3,500 
on closed transactions, without taking 
any losses, and still have a nice paper 
profit.” 


E. H. S. of California— 

“In July I sent you a trial subscrip- 
tion. Now, I am glad to enclose a 
check for my renewal.” 


J. B. of New York— 

“T received your telegraphic advice 
today, but yesterday, I sold Foster 
Wheeler at 28, taking over 9 points 
profit on account of your fine recom- 
mendation. I am very satisfied.” 


O. B. M. of Washington— 

“Enclosed please find check to cover 
my renewal subscription. The advice 
and care you are giving is quite satis- 
factory.” 


H. S. T. of Florida— 
“Your Weekly Bulletins prove of 
value in my stock operations.” 


V. H. I. of North Carolina— 

“I have bought the stocks you have 
advised in ten share lots, and from 
two sales, viz, Lehigh Portland Cement 
and Foster Wheeler, I have netted $105 
profit, which more than pays for the 
service.” 


G. S. W. of Canada— 

“Have found your Longer Term rec- 
ommendations secure good profits and 
income. I like your various programs 
which I am following.” 


Mrs. F. N. F. of Ilinois— 
“For some time I have been con- 
templating subscribing for a financial 
service and, after weighing a large 
number, I have decided that yours 
will benefit me most.” 
H. R. R., of Pennsylvania— 
“Your discussion of the specific com- 
panies whose securities are recom- 
mended and also your explanation 


of why they are held, etc., is very | 


valuable to me.” 








States and Canada. 





We serve only in an advisory 
capacity, handle no funds or se- 
curities and have no financial in- 
terest in any issue or brokerage 
house. Our sole objective is the 
growth of your capital and in- 
come through counsel to minim- 
ize losses and secure profits. 


New MarKetr LEADERS 


| 

| HE foundation for a new intermediate advance is nearing com- 
l pletion. And, again, the upturn will quickly gather momentum 
rf with prices of selected stocks surging forward to discount unfilled orders, 
! larger sales and increased earnings stimulated by armament spending 
|| and cyclical business expansion. 


Throughout the coming recovery phase, which will be highly selective, 
we look forward to building an outstanding profit record for our sub- 
scribers. During similar phases in the early stages of this bull market 
... in the sharp and sustained upswings witnessed last year . . . sub- 
stantial profits were made available through our short-term and longer 
term recommendations. 


Profit Through Forecast Counsel 


Current and new Forecast recommendations will be concentrated in 
potential market leaders . . . selected to outstrip the market in the 
imminent advance. You will be advised definitely what and when to 
buy and when to sell . . . when to contract or expand your position. 
You will be guided in following a balanced market and investment 
program according to your capital, wishes and objectives. 


Put our corps of market specialists to work for you . . . let them uncover 
profitable situations, analyze conditions, weigh the possibilities and 
... once a recommendation is made . . . study daily the action of the 
security until the time comes to close it out. Only 15 points profit on 
even a 10 share commitment will more than cover the cost of our 
service for a full year and this may readily result from our first recom- 
| mendations to you. 


Mail the coupon below today to receive our current recommendation: 
and new selections as made. 


Your attention is directed to our Unusual Opportunities. 
This program is conducted to enable you to profit through 
the growing demand for sound, low-priced common stocks. 











THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 

90 BROAD STREET Cable Address: Tickerpub 
I enclose (] $75 to cover a six months’ test subscription. CJ $125 to cover a full year’s subscrip- 
tion to The Investment and Business Forecast with service starting at once but dating from 


April 1, 1939. I understand that regardless of the telegrams I select, I will receive the complete 
service by mail. 


NEW YORK, N. Y. 


Send me collect telegrams on all recommendations checked below. 
our Private Code after our Code Book has had time to reach you.) 


= UNUSUAL 
OPPORTUNITIES 


(Wires will be transmitted in 


Low-priced Common Stocks for Market Appreciation. Two or three 
wires a month. Maximum of five stocks carried. %1,000 capital 
sufficient to buy 10 shares of all advices, on outright basis. 


O) TRADING 


ADVICES a month. Maximum of five stocks carried. $2,000 capital suffi- 
: cient to buy 10 shares of all recommendations, on outright basis. 
Bw M j Dividend-paying Common Stocks for Profit and Income. One or 
mc BARGAIN two wires a month. Maximum of five stocks carried. $2, 
INDICATOR capital sufficient to buy 10 shares of all advices, on outright basis. 
ee ee ee ee re ee te ean ee Capital or Equity............. 
SIRE aria we ee eee wea wows elec Cereneeeceneeenvoes odes cewtendenesd deuurs 
CE nck oes ace k coerce ieetakhausetecetCeanececeeneewedeeenee GOERS oc cccccccsece - @25 


List Your Securities Now for Our Analysis. 


Active Common Stocks for Short Term Profit. Two or three wires | 
Continuous Consultation Service. | 
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Available On Request | 


Complimentary Copy 


Is the U.S. “Going to Hell”? 


Together with complimentary copy of 
this special report we will include par- 
ticulars of our investor's service, avail- 
able at $120 per year. 


BABSON‘’S REPORTS 


77-77M BABSON PARK, 


ery. 





MASS. 

















Answers to Inquiries 





(Continued from page 572) 


ness improvement from this point 
on may be expected to redound to 
the benefit of the company, and in 
a degree sufficient to warrant higher 
earnings and enhanced values for 
the shares. 





International Petroleum Co., Ltd. 


Holding 100 International 
Petroleum common bought at 38%, I have 
been exceedingly pleased with the earnings 
gains made by the company last year. Do 
you think the outlook for this stock justifies 


shares of 


averaging down at current prices?—W. A., 
Seattle, Wash. 


Because its products are marketed 
principally in South and Central 
America, Canada and Europe, In- 
ternational Petroleum Company is 
not so well known to the American 
investing public. Nevertheless, it 
ranks as a major oil enterprise as 
testified by total assets well above 
the $200,000,000 mark. Control of 
the company is vested in Imperial 
Oil, Ltd., a subsidiary of Standard 
Oil of New Jersey, through owner- 
ship of all the preference stock and 
a majority of the common. Earn- 
ings have shown moderate but 
steady improvement in recent years, 
results for the fiscal year ended June 
30, 1938, equalling $1.99 per com- 
mon share as compared with $1.81 
in the previous twelve months. AlI- 
though output has been well main- 
tained during the current year, 


582 


earnings may experience a moderate 
decrease depending upon the aver- 
age level of crude prices obtained. 
Despite this expectation, no change 
in the established regular and extra 
dividend rate on the common is 
looked for. These distributions, ag- 
gregating $2.50 per share annually 
since 1936, have been in excess of 
earnings but have been made pos- 
sible by the strong cash position of 
the company. The common, at the 
close of the 1938 fiscal year, was 
outstanding to the extent of 14,324,- 
088 shares, being preceded in the 
capital structure by 200,000 ($2.50 
par) preference shares and $47,306,- 
737 non-interest bearing notes. Ex- 
cellent management, strong trade 
position and large crude oil reserves 
endow the common stock with some- 
what better than ordinary specu- 
lative appeal. Consequently, we 
advise retention of present commit- 
ments although as a_ speculative 
proposition we do not believe aver- 
aging at current levels is advisable. 





Mid Continent Petroleum Corp. 


Kindly advise me what course to take 
with my 75 shares of Mid Continent Petrol- 
eum purchased at 33°4? Should this stock 
soon begin to reflect newly developed oil 
reserves? Will it prove a secondary benefi- 
ciary under the rearmament program due to 
increased airplane consumption of oil and 
gasoline?—T. R., Wilmington, Del. 


During 1938, Mid Continent Pe- 
troleum suffered considerably from 
depressed prices of refined products 
as well as curtailed production of 
crude oil. As a result of this, earn- 
ings during the year contracted 


sharply and dividends were well be- 
low the rate paid in 1937. For the 
nine months ended September 30, 
1938, a profit of only 81 cents per 
share was recorded against $2.48 per 
share in the like period a year ear!l- 
ier. Even though the statistical 
position of the entire oil industry 
has improved somewhat, refinery 
operations are somewhat excessive 
for this season and it is unlikely that 
operations during the early part of 
1939 will reach the level which pre- 
vailed during the initial months 
of last year. Mid Continent Pe- 
troleum Corp., although small, pre- 
sents a strongly knit unit of the 
petroleum industry. There are out- 
standing only 1,857,912 shares of 
$10 par common stock. No bonds 
or preferred stock precede this issue. 
Moreover, financial position as last 
reported, is extremely strong, the 


balance sheet showing cash and 
treasury obligations more than 
double current liabilities. The 


shares, of course, must be regarded 
as speculative, although any im- 
provement in the general securities 
market and the prices of crude and 
refined products specifically, should 





carry them to higher levels than are | 


currently being quoted. 





American Home Products Corp. 


Will the reported increase in volume sales 
especially in such products as “Kolynos” and 
“Bi-So-Dol” widen profits to an extent that 
they will be reflected in further apprecia- 
tion of American Home Products? 
80 shares purchased at 51%%. Is the 20-cent 
monthly. dividend secure?—B. R., Los Ange- 
les, Calif. 

The earnings record of American 
Home Products Corp. has been char- 
acterized by stability. The range of 
per share profits has been narrow, a 
high of $5.52 being recorded in 1931 
and a low of $2.57 in 1935. This sta- 
bility can be accounted for by the 
business in which American Home 
Products is engaged. Originally, ef- 
forts were directed primarily to pro- 
duction of proprietary drugs and 
other household preparations. Since 
1926, however, the company’s policy 
has been to acquire new products in 
order to diversify its output. As this 
is written, we find that the company 
through its subsidiaries produces 
everything from medicinal com- 
pounds to floor waxes. This diversi- 
fication of products has placed the 
company in a strong position com- 
petitively. No report is as yet avail- 
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able for the full year of 1938 but it 
is believed that earnings will closely 
approximate the $3.88 shown for the 
year of 1937. Operations during 
1939 should reflect directly increases 
in consumer purchasing power as 
well as the company’s continued pol- 
icy of adding new products. Capi- 
talization of the company is simple, 
there being only one class of stock 
outstanding. As of June 30, 1938, 
there were 741,060 shares of $1 par 
common stock. This assures the 
stockholder of participating exten- 
sively in earnings through dividends. 
A yearly dividend rate of $2.40 is 
maintained. Due to the satisfactory 
outlook for future profits as well as 
a strong financial position we do not 
believe that there is any cause to 
fear a reduction in this rate. While 
we do not look for substantial ap- 
preciation in these shares, we do 
believe that the income security is 
worth while and suggest retention 
of your commitments. 





Chicago Yellow Cab Co. 


Is it well to hold 175 shares of Yellow Cab 
bought at 211% for appreciation, in the belief 
that this equity has above 
bilities? Will the economies initiated result 
in increased earnings? I am anxious to have 
your opinion—R. D., Mobile, Ala. 


average possi- 


Lower earnings of Chicago Yel- 
low Cab Co., which developed in the 
June quarter, were extended into 
the third quarter. Results for the 
nme months ended September 30, 
1938, showed a deficit of 10 cents 
per share of capital stock, of which 
there are 300,000 shares outstand- 
ing. In the initial nine months pe- 
riod of 1937, earnings were equal to 
only one cent per share. Earnings 
for the fourth quarter may have 
shown some improvement, but were 
probably not sufficient to eliminate 
the losses of the second and _ third 
quarters. Operating costs, especially 
taxes and wages, have adversely af- 
fected income, and weather condi- 
tions, which play an important part 
in the company’s business, have not 
been conducive to improvement in 
operations. The increase in the ini- 
tial charge for the first one-third 
mile in taxicab rides, which was in- 
stituted in the latter part of 1937, 
apparently did not bring in sufficient 
income to offset the 14% wage in- 
crease to employees which was 
granted in the earlier part of that 
year. Although weather conditions 
present an unpredictable factor, the 
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“Gee, Mom, Were They All Poor People?’ 


‘““Not exactly poor, Bobby. They had money. But they didn’t have 
all the nice things that we have—a radio, and electric lights, and a 


vacuum cleaner. They didn’t have electricity, or automobiles, or air- 
planes. Most of those things hadn’t even been invented.”’ 


VEN as late as 1900, only one American home in every seven had 


a bathtub; one in 13 had a telephone; one home in 30 had elec- 


tric lights. There were only 8000 automobiles. Manufactured prod- 


ucts were scarce and expensive. 


Today there are 20 million bathtubs, 18 million telephones, 22 mil- 


lion wired homes, 25 million automobiles, and millions of other 


manufactured products which were unheard of in 1900 but are now 


plentiful and sell at a fraction of their former cost. 


General Electric scientists and engineers, by applying electrical 


methods to the tasks of industry, have helped to provide us with the 


many products that contribute to our comfort and convenience, and 


to the hundreds of services which we enjoy today. 


G-E research and engineering have saved the public from ten to one hundred 


dollars for every dollar they have earned for General Electric 


GENERAL @ ELECTRIC 





outlook for the company in the cur- 
rent year is considered more prom- 


ising, because of generally higher 


public spending power. During 1938, 
quarterly dividends of 25 cents per 
share were paid, and while recent 
earnings did not justify these pay- 
ments, there is a fair possibility that 
they will continue over the near 
term. This view is based on the 
strong financial position of the com- 
pany which, at the end of 1937, 
showed cash of $1,950,000. The lat- 
ter item alone was over six times 
current liabilities of $321,000. Be- 
cause of the nature of the business, 
the stock is obviously quite specu- 


lative, but at current levels reten- 
tion is advocated on the possibility 
that somewhat higher quotations 
may be registered soon. 





Kennecott Copper Corp. 


How do you evaluate the appreciation pos- 
sibilities of Kennecott Copper in the light of 
the current demand for copper and the price 
trend? 


cated through the demand for its molybde- 


Are greatly increased earnings indi- 


in connection with American and _for- 


num 
eign defense preparations? Do you advise 
retention of 100 shares bought at 651? 


M. E., Detroit, Mich. 


Earnings estimates of Kennecott 
Copper for the year 1938 have been 
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POINTS ON TRADING——— 
and other valuable information for investors 
and traders in our helpful booklet. Copy 
free on request. Ask for Booklet MG6 
Accounts carried on conservative margin. 


Gisxoum & Garman 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 




















MOTOR WHEEL 
CORPORATION 
Dividend Notice 


Lansing, Michigan 
February 4, 1939 


The Board of Directors today 
declared. a quarterly dividend of 
forty cents (40c) per share on the 
ccmmon stock payable March 10, 
1939, to stockholders of record at 
the close of business February 17, 
1939 
Cc. C. Carlton, 


Vice-President and Secretary. 


























THE ELECTRIC STORAGE BATTERY CO. 


7 Directors have declared 

E t) rom the Accumulated Sur- 
x1 ‘> f ~~ of the Bg md 8 divi- 
BATTERIES of Fifty Cents ($.50) 
— ae on both the Common 


Stock and the Preferred Stock, payable 
March 30, 1939, to stockholders of record of 
these classes of stock at the close of business 
on March 9, 1939. Checks will be mailed. 
H. C. ALLAN, Secretary. 
Philadelphia, February 17, 1939. 








Chrysler Corporation 


* DIVIDEND ON COMMON STOCK: 
The directors of Chrysler Corporation have de 
clared a dividend of ome dollar ($1.00) per share 
on the outstanding common stock, payable 
March 14, 1939, to stockholders of record at the 
close of business, February 24, 1939 

B. E. Hutchinson, Chairman, Finance Committee 











Newmont Mining 


Corporation 

Dividend No. 42 
A dividend of Fifty cents per share has 
been declared on the capital stock of New- 
mont Mining Corporation, payable March 
15, 1939, to stockholders of record at 
the close of business March 1, 1939. 


H. E. DODGE, Secretary. 





NATIONAL DAIRY PRODUCTS 
CORPORATION 
Dividends of $1.75 per share on the Preferred A 
and Preferred B stocks and 20¢ per share on the 
Common stock have been declared payable April 
1, 1939, to holders of record March 2, 1939. 
A. A. STICKLER 


Treasurer 


February 16, 1939 





UNDERWOOD ELLIOTT FISHER COMPANY 
The Board of Directors at a meeting held 
February 9, 1939, declared a i for the 
first quarter of the year 1939 of 50c a share 
on the Common Stock of Underwood Elliott 
Fisher Company, payable March 31, 1939, to 
stockholders of record at the close of business 
March 939. 
Transfer books will not be close 
Cc. Ss. DUNCAN, Treasurer 





| 


revised upward due to substantial 
increases in demand over the clos- 
ing months of last year. Full year 
profits should approach $2 per com- 
mon share. Naturally, the uncer- 
tainty concerning domestic copper 
prices brought about by the decline 
in foreign prices is of an unsettling 
nature. Whether or not the present 
domestic price of the red metal will 
hold, would seem to depend chiefly 
upon the rapidity with which indus- 
trial demand picks up. It is ex- 
pected, however, that Kennecott’s 
operations in the early part of this 
year will exceed the rate which pre- 
vailed during the like interval of 
last year. It is understood that the 
company has just about completed 
its new Ciano smelter and as soon 
as production begins in that plant, 
costs should be reduced consider- 
ably. In anticipation of rearmament 
programs throughout the world, 
Kennecott has been reopening a 
number of its molybdenum mines. 
The company is the second largest 
producer of this metal in the world 
and should benefit substantially 
from the growing application of that 
metal. Profit margins will probably 
be restricted at the company’s Chil- 
ean property due to expected higher 
costs. Nevertheless, the margin of 
profit in other divisions should be 
large enough to offset this and en- 
able Kennecott to report earnings 
throughout this year—dependent, of 
course, upon copper prices—well in 
excess of those of last year. Capi- 
talization of Kennecott consists 
solely of 10,821,652 shares of com- 
mon stock. During 1938, $1.75 per 
share was paid on the capital stock 
and at this writing there is every 
indication that this rate will con- 
tinue during 1939 and may conceiv- 
ably be exceeded. We suggest reten- 
tion of your commitment believing 
that over the longer term, the shares 
will prove profitable to you on a 
price basis. 





Bethlehem Offers Diversified 
Stake in Steel 








IN THE NEXT ISSUE... 
LOOK FOR 
Finance Companies or Motors? 


Which to Buy for Income or Price 
Appreciation 
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(Continued from page 549) 


under the condition now prevailing 
Bethlehem could cover its preferred 
dividends at a rate somewhat lower 
than 50%, while its pay-point in the 
sense of fixed charge coverage must 


lie quite close to 40%. Granting the 
possibility that steel prices may be 
tested further in the near future and 
the probability that wages cannot be 
materially reduced, it is unlikely 
that Bethlehem will fail to show 
some earnings on the common for 
the first quarter at least. 

Prospects for the later months of 
1939 hinge entirely on the general 
business situation, but the outlook 
is promising. Customers’ inventor- 
ies are light, railroads have begun to 
buy, construction has probably not 
seen its peak by a good bit, automo- 
bile makers expect to maintain a 
fairly steady pace. Bethlehem has 
in addition the practical certainty 
of sustained volume in shipbuilding 
and an unpredictable amount of 
armament work in the future. Fur- 
thermore, this company is outstand- 
ing in the export business and there 
seems little danger that European 
mills will be relieved of the press of 
war work, so that Bethlehem’s ship- 
ments abroad may bring substan- 
tial profits. 

The 3,185,114 shares of Bethle- 
hem common stock outstanding are 
preceded by a combined total of 
$166,213,000 in bonds, minority in- 
terests and guaranteed stocks, and 
by 933,887 shares of each of two 
preferred issues. The 7% preferred 
is of $100 par value, nonredeemable, 
and the 5% preferred is of $20 par 
value, redeemable at par.  Divi- 
dends on the common amounted to 
$1.50 in 1936, out of $2.09 in earn- 
ings, and to $5.00 per share in 1937, 
when $7.64 was earned. Full pre- 
ferred dividends were paid in 1938, 
although not completely earned. 
The balance sheet of a year ago 
showed a very strong cash position. 
and except for the acquisition of 
United Shipyards, no unusual de- 
mands on this item have since oc- 
curred. Nevertheless common divi- 
dends are not to be expected until 
the year’s results can be assessed 
with more certainty. The pickup 
in business naturally requires more 
working capital, and certain addi- 
tions are called for by the increased 
armament and shipbuilding orders, 
but dividends over the current cycle 
should be as generous in proportion 
to earnings as those in the past. 

Continued gains in the demand 
for steel would be exactly the tonic 
needed to remove all doubts about 
the price structure. Bethlehem, at 
the present time, is geared to high 
efficiency in production and is ex- 
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cellently situated to reach for the 
business most likely to develop. 
The current price of 70 for the com- 
mon stock is a reflection of the mar- 
ket’s opinion that the steel industry 
and Bethlehem are on the way to 
better times. It does not seem to be 
too optimistic an appraisal, for if 
current expectations both within 
and without the industry are real- 
ized, Bethlehem will be among the 
foremost gainers and_ speculative 
commitments: in the stock at cur- 
rent levels should in that case show 
handsome profits. 





Reappraising the Farm 
Equipment Stocks 





(Continued from page 561) 


Lower prices for farm machinery 
are a two-edged sword. While the 
first impact is to reduce profits, as 
new markets are developed and sales 
increased profit margins return. The 
whole history of the automotive in- 
dustry bears out the soundness of 
this theory. 1938 price reductions 
for light machinery were up to 10 
per cent but the average was 4 per 
cent. and for tractors 5 per cent. In 
1937 prices were raised 4 to 5 per 
cent so that prices are back about to 
the 1936 level. The price cuts were 
overdone as a potential bearish point 
on farm stocks. 

The trade treaties with Canada 
and Great Britain, should have 
a beneficial affect on exports. 
Throughout 1938 export sales held 
up much better than domestic busi- 
ness and further gains are probable. 

Nothing so influences buying poli- 
cies as the current trend of business. 
If things are growing worse, as was 
the case in the first half of 1938, 
people defer new expenditures. On 
the other hand, when business is 
improving and the national psy- 
chology is hopeful sales charts move 
up rapidly. Although European 
troubles cause some hesitation there 
is a general feeling throughout the 
United States that the worst is past 
and that the trend from here on is 
upward. 

The reasons for the belief that 
1939 farm income will also be moy- 
ing slightly upward instead of down- 
ward, as it was last year, have al- 
ready been outlined in the discus- 
sion of farm income. The farm 
equipment manufacturers feel this 
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19 3 8 adds another chapter of 


achievement to the story of the Sun Life of Canada 
...@ long and outstanding record of progress in the 
service of Life Assurance. 

With over One Million policy- 
holders co-operating as partners, the Sun Life of 
Canada—a great international institution— ensures 
economic welfare for men, women and children in 
many countries. 


Benefits Paid during 1938 ..........+6. «e++ $ 83,400,004 

Since Organization ....... PORE CCE TC 1,205,707,349 
Assets December 31, 1938 ............-4+: 873,271,553 
Liabilities (including capital $2,000,000) ...... 847,770,754 
Surplus and Contingency Reserve .......... 25,500,799 
New Assurances during 1938 ....... steeues 193,134,981 
Total Assurances in Force .........+seeees 2,905,380,286 


The Sun Life of Canada has maintained an active organization 
in the United States for over forty years. Its representatives 
are trained and experienced advisors, ready to give counsel 
and guidance on all standard plans of Life Assurance. 


The total liabilities of the Sun Life of Canada in the United States are 
$309,236,090.97. The net liabilities are fully covered by assets held in trust. 
The Annual Report will be mailed to all policyholders. 

Others may obtain a copy upon request. 
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two ways, for not only are new 
machines and replacement parts 
purchased but collections gain and 
as the business is conducted largely 
on long-term credits that is a doubly 
important consideration. 

And it will bear repeating that the 
rural vote is such an important ele- 
ment in national elections that 
strenuous efforts are sure to be made 
to bolster farm prices and farm in- 
come. 1940 may be too late so that 
some sort of a formula for farm 
prosperity in 1939 is almost a politi- 
cal certainty, particularly as applied 
to the Middle Western states. 

There are two types of farm 
equipment companies: those whose 
entire business is in this field such as 


Oliver Farm, Deere. Minneapolis 
Moline, and Case; and those who are 
also important factors in other fields 
such as International Harvester, 
Allis-Chalmers, and possibly Cater- 
pillar Tractor. An investor is there- 
fore in a position to choose whether 
his investment will depend princi- 
pally upon returning farm prosperity 
or be partly diversified into other 
lines. In the case of Allis-Chalmers, 
whose electrical business is stimu- 
lated by both rearmament and the 
vastly improved outlook for utility 
expansion, the latter course may 
prove the more conservative. 

Allis - Chalmers pioneered low- 
priced tractors and combines and is 
in the best position to maintain its 








Forthcoming Dividend 





e 
Meetings 
Company Time Date 
Air Reduction. . ; 9:15 Mar. 3 
Allied Chemical & Dye*.. sist 10:30 Feb. 28 
American Agricultural Chemical*.. 3:30 Mar. 3 
American Can Pfd. . 2:15 Feb. 28 
American Cyenemid Class A 8 B, 

RRR ea aaa 3:00 Mar. 7 
Prete Safety Razor....... 2:30 Feb. 28 
American pSpating & Refining Com. 

i. 5 Sea 12:00 Mar. 7 
American Snuff Com. & Pfd....... 11:00 Mar. 1 
Briggs Manufacturing*...... . eee 4:00 Mar. 7 
| ae ea 11:00 Mar. 6 
Central Aguirre Associates*.... ... 10:00 Mar. 2 
Climax Molybdenum*............ 3:30 Mar. 6 
MND 5 os.n' Soo oc sii six xe 10:00 Mar. 4 
Endicott Johnson Com. & Pfd...... 9:30 Mar. 6 
Se Fc) oS ae 11:00 Feb. 27 
General Electric*................ 9:30 Mar. 3 
Coed Printing Ink Som, & % 

See 2:30 Mar. 1 
Pere Rapids Varnish*. 5 uses 2:00 Mar. 7 
Gulf Oil Corp.*................. 10:45 Feb. 28 
Homestake Mining*............. 3:00 Mar. 1 
International Shoe*.............. —— Maer. 1 
Lambert Co...... Se es ae Pe 9:30 Mar. 7 
Ca ee 2:15 Mar. 8 
ee, lee a ea 3:30 Mar. 1 
Mead Johnson & Co.*........... 10:00 Mar. 2 


National Lead Com. & ClassBPfd.. 10:00 Feb. 28 


National Sugar Refining.......... 11:00 Feb. 28 
Pacific Gas & Electric®. .......... 3:30 Mar. 8 
A Ok ae a ar 10:00 Mar. 7 
Pittsburgh Plate Glass*............ 10:00 Mar. 1 
Plymouth Oil*............ .... 11:00 Mar. 1 
Reading Co. 4% 2nd Pfd......... 2:00 Feb. 28 
Safeway Stores Com. & Pfds.*..... 10:00 Mar. 6 
Smith (L. Si. & Corona Typewriter 

SAU ENS noha s pcan coascoc — Mar. 7 


— Feb. 2 
Bain ye a a ree — Mar. 


cb eee Rw Swe ke aie heie wars x 8 
6 
Twentieth SS md Fox Film Com. & 
Uo eRe nies 4:00 Mar. 2 
United eel bb 4-eceh sie ibeaelos 4:00 Mar. 1 
United Shoe Mashinery Com. & Pid. 10:30 Mar. 8 
United States Gypsum, Com. & Pid.. ° 10:00 Mar. 1 
1 


Victor Chemical Works........... 2:30 Mar. 


* approximate date. 
All tings"on 
wise noted. 
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leadership in that field. Farm 
equipment sales were only slightly 
below 1937, the decrease in 1938 
earnings being due to a falling off in 
its industrial machinery division. 
Now that new orders for electrical 
equipment and machinery are again 
in an upward trend the stock seems 
attractive at current levels. 

J. I. Case Company sales were 
only 138% lower than 1937 and the 
net 16% lower but inventories rose 
sharply and the cash position fell. 
Case has usually been one of the 
market leaders in group movements 
in farm stocks and with a well diver- 
sified line it can be expected to hold 
its share of the business. For those 
who prefer a volatile stock Case has 
interesting possibilities. 

Deere has pressed Allis-Chalmers 
closely for leadership in the low- 


priced tractor field and is in a posi- 
tion to show steady improvement. 
The stock is medium-priced and the 
company as the second largest in the 
farm group usually has an excellent 
market following. 

Oliver Farm has increased its 
competitive position in the last five 
vears and for a short time had no 
funded debt, preferred stock, or 
bank loans ahead of the common. 
Recently $3,000,000 was borrowed 
from banks but progress has been 
steady and the outlook is favorable. 

These four stocks are thought to 
have the best prospects for 1939. 

Caterpillar Tractor’s farm  busi- 
ness constitutes only about 10% of 
its gross so that it can scarcely be 
classed as a farm equipment. 

Minneapolis Moline shows pro- 
mise but though sales held up better 
than the industry as a whole net 
earnings on the common were only 
about one-tenth of 1937 results. 
Nevertheless, as a low-priced stock 
it has merit. 

International Harvester is the 
largest company in the field and is 
also an important truck manufac- 
turer. Sales were off 25% and the 
company lost ground to its competi- 
tors offering cheaper equipment. 
Replacement parts help to hold up 
sales volume in slower times and in- 
troduction of lower-priced imple- 
ments has helped its competitive 
position. Harvester’s cash position 
is exceptionally strong and it plans 
to spend $6,000,000 on moderniza- 
tion of its “Farmall” plant where its 
lowest-priced tractors are manufac- 
tured. Although the company may 
bear the brunt of the monopoly in- 
vestigation it can be accused of little 
besides bigness and price leadership. 
As a long-term investment the com- 
mon stock is attractive. 





The New Deal's New Deal 
for Business 





(Continued from page 539) 


substitute. In naming the Byrnes 
Committee, he took pains that it 
was packed with men who share his 
viewpoint. 

No panacea has yet been found for 
the railroads in all these attempts to 
restore the presidential health, but 
Mr. Roosevelt has expressed his de- 
termination to improve their state, 
if possible. The most hopeful move 


lies behind the scheme to strip the 
Interstate Commerce Commission 
of some of its arbitrary powers, and 
to make it more responsive in the 
speed and wisdom of its decisions to 
the lines’ need for greater revenue. 

In this connection the Amlie ap- 
pointment has caused some unrest, 
but it does not merit it. After all, he 
will be only one of eleven commis- 
sioners, and the agency is still loaded 
down heavily om moderates. There 
is no danger of a serious drive for 
government inca | in the im- 
mediate future. Even those who 
advocate it philosophically — men 
like Senator Wheeler and Commis- 
sioner Eastman—do not regard the 
present moment as appropriate for 
its inauguration. 

Mr. Roosevelt’s other major ap- 


pointments — Attorney General 
Murphy and Supreme Court Justice 
Frankfurter — have also provoked 


uneasiness, but needlessly. The great 
automobile manufacturers of Detroit 
actually approved the Murphy 
nomination, incidentally disclosing 
that they did not want him to em- 
ploy force during the sit-down 
strikes. Justice Frankfurter has 
been blamed for his fathership of the 
“brain trusters,” but fundamentally 
he is a man of conservative mind. 
His friends suggest that he may sur- 
prise — and also disappoint — his 
presidential sponsor. 

In preliminary conferences Mr. 
Hopkins has impressed business men 
and manufacturers with the sense 
and seriousness with which he is 
tackling his assignment. Here again 
practical and selfish political con- 
siderations — if no other factors — 
motivate him. He is extremely am- 
bitious, and his first taste of the 
political and official fleshpots tickles 
his tongue. There is no doubt in in- 
formed circles that he dreams of the 
1940 nomination, and perhaps ex- 
pects to be the Administration’s 
entry. 

In view of his lack of political ties 
and roots, such a thought strikes the 
practical boys and girls as fantastic. 
But it is remotely possible for him 
to fool them. Suppose, for instance, 
that he does promote friendship be- 
tween government and_ industry, 
and that the fruits thereof are good 
in the form of profits, reemployment 
and national security. Under such 
circumstances he might follow in the 
footsteps of a distinguished prede- 
cessor — Herbert Hoover. GOP 
bosses — Messrs. Mellon, Hilles, 
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Watson, Curtis, even Calvin Cool- 
idge—did not want him in 1928, 
but his performance as Secretary of 
Commerce forced them to bow to 
the popular clamor. Thus Hopkins 
may become one of the principal 
actors in the _ politico - economic 
drama of ‘appeasement of business.” 

Without predicting too bright an 
outlook as a result of Mr. Roose- 
velt’s recognition of his predicament, 
the fact exists that he has moder- 
ated his habit of business-baiting. 
In his famous conference with Vice- 
President Garner, and subsequently 
in his message to the Congress, he 
promised that he would forward no 
inflammable reform to Capitol Hill. 
He restricted demands for new legis- 
lation to railroad and government 
reorganization, and not even a Mc- 
Kinley Republican considers those 
proposals as subversive or destruc- 
tive. Moreover, though it has 
passed without comment, — the 
President has not denounced busi- 
ness men, bankers and industrialists 
for some months. He has shifted 
his attack—and this is significant— 
to the politicians and the press, 
whom he recently characterized as 
“boobs” and “liars.” 

It is too much to expect that Mr. 
Roosevelt will be transformed—or 


transform himself — into a quiet, 
easy-going, tolerant, patient man. 
No Roosevelt, in or out of the 
White House, ever did. He will al- 
ways be an emotional, stubborn, 
dominant individual, often vindica- 
tive and irritable. He will ever in- 
dulge in a Puckish outburst of mis- 
chievousness, pique or retaliation. 
Business men must become recon- 
ciled to such exhibitions, and make 
the best of it—try to disregard them, 
if possible, certainly not be tempted 
to retort in kind. 

Now that he is in the 
wiser course is to try to help him 
to “make democracy work” — and 
it makes no difference whether you 
spell “democracy” with a large or a 
small “d.” It’s the bread-and-but- 
ter results which will count in the 
till and the pay envelope. 
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Victor Chemical 





(Continued from page 565) 


to any decline in prices. The point 
is merely that Victor, far from being 
able to rest on its laurels, must con- 
tinue to press forward in research 
activity and operating technique. 
More than a hint that it will do so 


is evident in its past record—a rec- 
ord epitomized by the trend of earn- 
ings since 1927. 

Beginning with $0.71 in the latter 
year, per share results mounted to 
$1.40 in 1931, virtually unaffected 
by the general business slump that 
began in 1929. But no company is 
completely depression-proof and by 
1933 earnings had fallen to $1.01. 
Widespread economic recovery 
brought a rise to $1.31 in 1936, sev- 
eral cents under the 1934 figure but 
comfortably ahead of the $1.11 re- 
ported for 1929, an all-time peak 
year for business generally. In 1937 
per share earnings again dropped to 
$1.01. About half this decline, how- 
ever, was due to the lag between the 
increase in share capitalization late 
in the year and the time when the 
company, having completed its new 
plant, began to show a return on the 


additional capital invested. The re- 
mainder of the shrinkage resulted 


from an advance in operating ex- 
penses more than offsetting a small 
gain in sales. For 1938, full year 
results are estimated at $1.06, nearly 
two-thirds of which was earned in 
the second half of the year. It 
should be noted that our estimate 
for the full year makes no allowance 
for additional year-end adjustments 





DIVIDENDS RECENTLY DECLARED 











: Stock of Stock of 
Company Rate Period Record Payable Company Rate Period Record Payable 

AO SIGE oo oe ieee ; 1.00 Q 2/21 3/11 Kellog (Spencer) & Sons 0.80 Q 2/21 3/10 
Allegheny Ludlum Steel Pfd.......\ 7.00 Q 2/15 3/1 
American Home Products......... 2.40 M 2/14 3/1 Liggett & Myers Tobacco. . wees 4.00 Q 2/14 3/1 
American Laundry Machine......... 0.80 Q 2/18 3/1 Liggett & Myers Tobacco B"’....... 4.00 Q 2/14 3/1 
American Metal, Ltd............... 0.25 —- 2/17 3/1 / / 
Archer-Daniels-Midland. .... . 0.25 — 2/18 3/1 Map Cape Siaes. re — p pop yh 
oo : Morris (Philip) & Co. 5 Y /, Pid pias 5.00 Q 2/15 3/1 

NS operat b-actasee P 2. / 
vin 40 Q 2/15 3/1 New Jersey Zinc...... 0.50 = 2/18 3/10 

terpillar Tractor........ a . 0,50 — 2/15 2/25 , , / 
Chicago Rivet & Machine........... 010 — 9/24 3/15 inti eel — ‘ po an 
Chicago Yellow Cab...... ....... . 0,25 _—- 2/17 3/1 Ctenane Sean nein s<ecce * —_ si 
Crysler Core... 5566555 cielo, || NG! — 2/24 3/14 Sesvel. Ime: ........% ; yates. 1.00 Q 2/16 3/1 
Collins & Aikman. . : ae 0.25 —- 2/17 3/1 Socony-Vacuum....... és 0.50 s 2/20 3/15 
Columbia Srecteating A. arnt . O8s —- 2/24 3/10 Standard Oil of California. . . as 1.00 Q 2/15 3/15 
Columbia Broadcasting B. . — os —~ 2/24 3/10 Standard Oil of California... .. 0.05 Ex 2/15 3/15 
Columbian GOB hiccc es ros asees 4.00 Q 2/17 3/10 Standard Oil of Indiana. . . 1.00 Q 2/15 3/15 
C Swift Int ional. . 2.00 Q 2/15 3/1 Sterling Products......... 3.80 Q 2/15 3/1 
Deere & Co. 7% Pfd..... . coe £48 Q 2/15 3/1 Tide Water Associated Oil 1.00 Q 2/14 3/1 
ile Gene... 0.50 2 9/15 3/1 Timken Roller Bearing. . 0.25 - 2/15 3/4 
Firestone Tire & Rubber 6% Pid. Sree 6.00 Q 2/15 3/1 Union Tank Car..... 1.20 Q 2/17 3/1 
Wneenert SUIBNOF. 0 6 6.606 oe cs ss 0.25 — 2/14 3/1 United Biscuit... . 0.25 2/14 3/1 
General Motors............. 6 §«=—OS = 2/16 3/13 Vick Chemical. .... 2.00 Q 2/15 3/1 
Goodyear Tire & Rubber...... 0.25 —— 2/15 3/15 Vick Chemical. . 0.10 Ex 2/15 3/1 
Hecla Mining................... 0.10 a=, 2/15 3/15 Warren Foundry & Pipe........ -.: ee Q 2/15 3/1 
Hiram Walker-Gooderham & Worts... 4.00 Q 2/20 3/15 Western Auto Supply. .... : 1.00 2 2/17 3/1 
Homestake Mining. . - .. 450 M 2/20 2/25 Westinghouse Electric & Mfg........ 0.50 a 2/14 2/28 

Wille CURED. cc onc ccc cence. 3.00 M 2/20 3/1 
Inland Steel.......... cae 0.50 —_— 2/14 3/ 
. ‘A S—Semi-Annually. M—Monthly. Q—Quarterly. Ex—E€xtra. 

1 Le ee are oop ee 4.00 Q 2/16 3/20 All declarations are on common stocks unless otherwise noted. 
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that may be made. As to dividends, 
$0.90 per share was distributed in 
1938 as compared with $1.1214 in 
the preceding year. Payments to 
stockholders have been continuous 
through both depressions of the 
‘thirties, and for sustained income as 
well as moderate appreciation possi- 
bilities over a period of years, the 
company’s shares are not unattrac- 
tive at present levels around 25. 

Victor’s financial position at the 
end of 1937 was eminently sound. 
There were no bank loans outstand- 
ing, and current assets of $3,624,820, 
including $1,996,417 in cash, were 
over nine times current liabilities of 
$382,825. As a substantial part of 
cash resources a year ago were prob- 
ably earmarked for completion of 
the new plant, cash and total cur- 
rent assets will likely show a consid- 
erable drop in the 1938 year-end 
statement, but working capital 
should still be ample and current 
ratio high. 





Greater Profits for Business 
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cent above that in the 1923-1925 
period. 

Moreover, in any comparison of 
the performance of industry during 
recent years with that during the 
prosperous years of the 20’s it must 
be kept in mind that we are com- 
paring a notably unstable period 
with one of notable stability. In the 
entire picture since the bottom of 
the great depression was reached in 
the summer of 1932, changes in busi- 
ness volume, in prices, in taxes and 
in unit labor costs have been wider, 
more frequent and more erratic than 
in any previous similar period of 
time as far back as the records go. 
Under such conditions we have no 
real test of normal earning power as 
it would be in a setting of sustained 
satisfactory volume and reasonable 
stability in operating costs. And 
under such conditions the earnings 
recorded by efficient industrial com- 
panies in the years 1935-1937, as well 
as in the fourth quarter of 1938, 
represent high achievement. 

There are few surprises in the 
1938 results. The small minority 
of companies which earned more 
than in 1937 were in most instances 
enterprises which do best with a 
stable and generally low level of raw 


588 


material prices or companies whose 
earning power is influenced far more 
by price factors than by changes in 
physical volume. Most food proc- 
essors and grocery chains fall into 
these classes, and for some of these 
1937 was a notably poor year so that 
the comparison is distorted. In cer- 
tain other instances individual fac- 
tors without relationship to the 
economic trend entered the picture. 
For instance, completion of a pro- 
gram of operating readjustment long 
under way enabled Marshall Field 
to show a profit for 1938 against a 
loss for 1937, contrary to the gen- 
eral performance in this field of 
merchandising. 

Among manufacturing enterprises, 
as would be expected, largest fourth 
quarter revival in earning power was 
shown by those favored by high de- 
gree of operating flexibility, satis- 
factory price factors and sharp rise 
in volume. Foremost among such 
are the leading automobile makers. 


While complete operating figures for. 


General Motors are not available at 
this writing, factory sales for the 
fourth quarter may be estimated at 
around $460,000.000, which means 
that indicated profit of $63,900,000 
for the period was 13.7% of sales. 
In 1929 profit was 16.4% of sales 
and in 1936 it was 16.5% of sales. 
Because of the company’s non- 
automotive business, calculating unit 
profit margin by dividing fourth 
quarter net income by number of 
cars and trucks sold to dealers is not 
strictly accurate but is indicative of 
trend. On this basis unit profit was 
approximately $125 against $48 dur- 
ing the first nine months of the vear, 
just under $93 in 1937, $117 in 1936 
and $97 in 1935. In 1929, when non- 
automotive products were less im- 
portant than at present and when 
prices of motor vehicles were much 
higher, unit profit margin’ was 
around $130. Showing successful 
control of costs, despite substan- 
tially higher wage rates, the ratio of 
the total General Motors payroll to 
sales averaged 2714% for the two 
years 1936-1937, against 27% for the 
two years 1929-1930. Examination 
of the complete Chrysler figures will 
undoubtedly reveal proportionately 
good fourth quarter performance. 
Reports of the leading steel com- 
panies once more illustrate the lev- 
erage factor operating to produce 
the industry’s characteristic wide 
swings in earning power as volume 
fluctuates. For instance, operating 


profit of United States Steel in- 
creased 8514% in the fourth quarter 
on an increase of 28.9% in shipments 
of finished steel, as compared with 
the third quarter. The steel reports, 
however, do not throw much light 
on early earnings potentialities, for 
results reflect not only the price cuts 
put into effect last June but also 
later temporary price-cutting which 
applied to a major proportion of 
shipments made during the fourth 
quarter. On a given volume present 
prices would mean lower profit per 
ton of steel, as compared with 1936 
or 1937, but on the other side the 
full advantage of the new mills com- 
pleted over the past two or three 
years has yet to be reflected in profit 
margins under reasonably good 
operating conditions. 

There appears to be a fair chance 
that 1939 will be a vear of reason- 
able stability in price factors, in unit 
labor costs and in taxes—with ave- 
rage volume well above that of 1935 
and possibly as high as that of 1936. 
If so, there should be no cause for 
disappointment in earnings. As com- 
pared with fourth quarter results, 
the biggest potentialities for addi- 
tional expansion of earning power 
are probably in the heavy indus- 
tries, notably steel and equipment 
makers. Where fourth quarter earn- 
ings were closest to normal, future 
gains will naturally be restricted. 





Six Stocks Whose Prospects 
Indicate Broad Gains 





(Continued from page 570) 


owing to the necessity of absorbing 
heavier costs, and net profit in the 
1938 fiscal period of $1,227,680 was 
equal to $4.02 a share for the com- 
mon stock, comparing with $4.21 
per share in the 1937 fiscal period. 
Preliminary report for the year 
ended January 31, 1939, showed net 
of $1,026,013 and earnings; available 
for the common stock were equal 
to $3.35 a share. Dividends paid 
last year totaled $2.32% and the 
latest quarterly payment of 40 cents 
was augmented by a 25-cent extra. 
Selling at 53, the shares are a suit- 
able medium for income, and _ prof- 
itable market gains might well result 
from the anticipated stimulus to the 
company’s sales and earnings by the 
forthcoming World’s Fair. 
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